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PREFACE. 

This little volume is the result of being called 
upon, a few years since, to read a paper before the 
Kansas City Real Estate and Stock Exchange 
upon the subject "Real Estate Considered as In- 
vestment and Income Property." That first sug- 
gested to me to put my ideas on real estate invest- 
ment in an orderly arrangement. It then occurred 
to me that an outline of the general principles 
and considerations which should control such in- 
vestments would interest a large number of peo- 
ple. Because I have put my thoughts in book 
form, I do nat^rrogate to myself any superior 
knowledge jqjpti* the subject as compared with 
hundreds of other experienced business men in the 
West who have had largely to do with real estate 
and real-estate securities. Many of these men 
could have written better and would also, perhaps, 
have made fewer errors in their observations of 
land and its improvements considered as a com- 
modity. I have taken the trouble to write my 
thoughts out and they have not. This is my only 
claim to any favor. It will be useless for the ex- 
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perienced investor, west or east, to read the book, 
as he has probably learned by experience every- 
thing that I have learned by experience. It is the 
uninitiated and inexperienced who will read the 
book with profit; not so much for what it contains 
as for what it suggests. The reading of this book 
will not make the reader a skillful operator and 
investor in real estate, but it may call his attention 
sharply to the fact that there is a science, a "know 
how," to real-estate investment as well as to the 
practice of law, medicine, engineering, merchan- 
dising, or banking, and that careful study and 
adequate preparatory knowledge are as necessary 
in this as in other scientific vocations. 

Considerations of space and the cold gray 
economical eye of the average publisher led me to 
reduce the size of the work to a small compass; 
and while I would not like to formally admit that 
I have told all I know about the subject, yet I am 
free to confess that I have probabljjjjjven out the 
most valuable suggestions in my collection. 



INTRODUCTORY. 

The real property with which this monograph 
deals generally lies east of the Rocky Mountains) 
west of the Alleghanies, and north of the 35th 
parallel of latitude. As the writer is a Kansas 
City man, the point of view is that derived largely 
from an experience of eighteen years in the invest- 
ment of money in and about Kansas City, in both 
Missouri and Kansas. These investments have 
had to do with property bought for income and 
with property bought for speculation; with city, 
suburban, country town, and farm loans, involving 
the careful consideration of real estate as security 
for mortgage indebtedness. While the personal 
experience of the writer is confined almost entire- 
ly to the classes of real estate already enumerated 
in Kansas City and in the country immediately 
tributary to it, yet, as the experience of one west- 
ern city and its environs is much like that of an- 
other, what is true of Kansas City is measurably 
true of Chicago, St. Louis, Minneapolis, St. Paul, 
Omaha, Denver, and all other western cities. 
What is true of farming lands in Missouri and 
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eastern Kansas applies with slight modifications 
to farming lands in Illinois, Iowa, Nebraska, and 
in the Middle-Northern States generally. The 
rain belt which, generally speaking, may be said 
to extend about 200 miles west of Kansas City — 
that is, to a north-and-south line running through 
Salina, Kansas — marks the western limits of 
"farming lands" in the correct use of that term; 
that is, of lands of high fertility in a climate 
suited to the production of miscellaneous crops of 
cereals and vegetables, notably to the production 
of wheat, corn, and potatoes. The belt of country 
westward of such a line extending to the Rocky 
Mountains falls under the head of ranch or graz- 
ing lands. 

It is estimated that between the years 1885 
and 1890, 1200,000,000.00 of eastern capital was 
invested through mortgage loans in the Missouri 
valley and tributary western country. The i gnor- 
ance of investors, the lack of common sense on the 
part of local agents, coupled with a world's finan- 
cial panic and a senseless sudden withdrawal of 
funds from the West by eastern investors, even 
when safely invested, and that, too, when the 
loaner had no use for the money, led to a tempo- 
rary collapse of land values in the West which 
caused disaster to both lender and borrower. 
Thus what should have proven a 'blessing to all 
parties concerned proved calamitous even where 
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the loaning business was conducted with honesty 
and good judgment, and converted what had been 
friendly business relations of East and West into 
those of mutual suspicion and disgust. 

The object of this monograph is to call the at- 
tention of investors, both east and west, to the 
fact that real-estate and real-estate mortgage in- 
vestment are a science; that the main features 
may be stated in a simple way; and that, when 
stated, they are so obvious that they are easy of 
comprehension and their application in actual 
business practicable. 
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The Science of Real-Estate and 
Mortgage Investment 



TWO POINTS OP VIEW. 

One is that of the purchaser who buys with a 
definite object, as for income, use, or speculation. 
The other is that of the loaner upon real-estate 
security who considers only the possibility of 
ownership in the event of default and foreclosure 
to satisfy the mortgage indebtedness. In the 
following discussion the first point of view will be 
adhered to until all the different classes of real 
estate have passed under review, when an ad- 
ditional chapter will be devoted to the differences 
which should be borne in mind in estimating real 
estate with the view of direct purchase and esti- 
mating it as a sound security for debt. 

As this dissertation is dignified with the name 
of "science," an attempt will be made to find 
general principles of wide application. While 
these principles may seem to be accompanied by 
many apparent exceptions, yet, unless general 
principles of wide application can be discovered, 
then all claims to having reduced real-estate in- 
vestment to a science must be abandoned. 
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CLASSIFICATION OF REAL ESTATE. 

The kinds of real property most commonly 
coming to our view as commodity seeking pur- 
chasers are mineral lands, timbered lands, farms, 
grazing or ranch lands, city, suburban, and coun- 
try town property. These will be discussed in 
their order. 

MINERAL LANDS. 

As a new country is settled the first lands to 
attract attention are those of greatest natural fer- 
tility, especially those which are well watered. 
Gradually the settlements extend to the less 
fertile lands, but still lands sufficiently productive 
to warrant clearing and fencing and bringing into 
pasturage or cultivation. Thus, gradually, all 
lands which at a moderate outlay of labor can be 
made to pay fair returns to labor and capital are 
taken up by homestead-entry or purchase, and oc- 
cupied for general farming purposes or for graz- 
ing. When this process has continued for a time, 
there is generally a residuum of rough, rocky, or 
barren lands, sometimes sparsely wooded, which 
are not sufficiently productive of forage to warrant 
the expense of fencing for ranch or grazing pur- 
poses. These rough lands generally contain a 
good deal of mineral and are known in real-estate 
circles as mineral lands. If there is some timber 
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scattered over the land, they would be preferably 
called timbered lands because of better market 
value. As a rule, these so-called mineral lands 
have scattered timber on them, but generally of 
no commercial value. Timber must be good and 
the stumpage heavy to make it pay to run railway 
tracks to the lands in order to carry the logs to 
mill or market, or to warrant the expense neces- 
sary in marketing the timber in any other way. 
As a rule, timbered lands are good for agricultural 
purposes after the timber is removed ; but general- 
ly, when anyone offers the so-called mineral lands 
for sale, we may be certain that when we go to 
look at the property, we shall see something which 
is worthless for farm and grazing purposes, land 
whose timber is so small and scattering as to be 
of little value and which is probably absolutely 
worthless, but which passes from one dupe to 
another by trade and sale, deluded by the mere 
possibility of finding paying quantities of zinc, 
lead, iron, copper, gold, or silver, a possibility 
which the imaginative and not over-scrupulous 
real-estate broker often transforms by his pictur- 
esque language into a high degree of probability, 
and even certainty. There are millions of acres 
of such lands in Pennsylvania, Virginia, Ken- 
tucky, Tennessee, Missouri, Arkansas, and, in fact, 
all over the Union. These lands are more easily 
handled in the West than in the East. The 

11 



eastern investor, being more experienced in these 
absolutely worthless wastes, knows better what to 
avoid than his more credulous, because less ex- 
perienced, western cousins. As a matter of fact, 
these lands are generally thrown in as a part of 
an exchange, sometimes causing people to think 
they are getting something for an equity or some 
other questionable property which they are giv- 
ing in exchange. In reality, they are getting 
less than nothing, because they are getting a 
property which will never produce a dollar, but 
upon which taxes must be paid. I say will never 
produce a dollar; I mean, unless the purchaser can 
find another dupe who will give something for 
that which will never produce anything, but 
which will always be taxed. There is, of course, 
the remote possibility that something valuable in 
mineral may some day be developed, but these so- 
called mineral lands are rarely ever developed to 
see what there is in them as they are trading 
lands, pure and simple, and rarely fall into the 
hands of anyone who has any inclination to see 
what they contain. 

Of course, men who want genuine mineral 
lands go to districts already developed, and, after 
due examination, purchase what they want and 
pay the market value. This applies to iron, lead, 
zinc, silver, and gold mines. These investments 
are. one thing and the so-called mineral lands 
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which float like driftwood from one trader to 
another are quite another thing. In other words, 
if you want to mine, buy mining property, but 
don't buy it until you have developed it and know 
what you are buying, unless you buy some original 
claim at a nominal sum. In the mining regions of 
Colorado it is customary to bond mines; that is, 
the proposed purchaser takes an option of pur- 
chasing the claim within one or two years, 
set price if he finds paying ore. If he dot 
such ore, he only loses what he spends in 
ing for ore. He does not buy and pay for the 
mine until it is proven to contain valuable depos- 
its of mineral worth working. 

So if you want to go into the mining business, 
search until you find valuable ore, but do not buy 
so-called mineral lands until you know they con- 
tain mineral in paying quantities. These lands at 
first look seem cheap, often being offered at from 
a few cents to a few dollars per acre. As a rule, 
such lands should be approached by the investor 
with extreme wariness and suspicion, and should 
only be purchased after a personal inspection or 
on a report of examination by a reliable expert. 
As legitimate investments to be considered by the 
average investor, they should be dismissed as un- 
worthy of serious attention. 
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TIMBERED LANDS. 

Here we come to a much more attractive 
property. Their value is apparent on casual in- 
spection. Their timber value and the agricultural 
value of the lands after the timber is removed are 
easily ascertained. The character of the timber, 
whether saw-stuff, tie-stuff, or other sorts, can be 
estimated by timber experts, certain men being 
^kfessional timber-hunters and spending large 
jftrtjpns of their lives in making examinations, 
estimates, and reports, to be used as the basis of 
purchase by persons seeking such investments. 
But even here, much timbered land which looks 
tempting to the casual investor has no attractions 
for the experienced lumberman. 

A natural and easy division of timbered lands 
is into two general classes: those which have a 
fertile and arable soil so that they may be used for 
farming purposes after the timber is removed, and 
those which, when the timber is removed, are 
worthless or of little value for such use. Many 
lands naturally fertile are worthless for farming 
purposes on account of occasional overflows or 
some other natural defect. Many investors who 
buy timbered lands make a specialty of buying 
only those lands which, when cleared, are valuable 
for farming purposes. As a rule, such lands can 
be bought for what they are worth when cleared, 
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and all that can be realized out of the timber is 
clear profit 

Investments in timber have two serious draw- 
backs, fire and theft. Almost every section of the 
United States is from time to time visited with 
continuous drouth, and at such periods immense 
forest fires often rage and pine lands especially 
suffer greatly. Then, too, if your timber tract is 
near enough to transporation so that it is immedi- 
ately profitable to cut and ship the logs, unless a 
constant watch is kept on the lands, the choicest 
trees will be cut and hauled out by men who know 
what they are about. It is hard to convict these 
timber-poachers because it is generally in a 
sparsely settled district, where the people are 
quite in sympathy with the poor wood-chopper; 
and then, too, if an arrest is made, it will always be 
made to appear that the prisoner had a permit to 
cut timber by someone, somewhere, and that he 
mistook the boundary lines and supposed he had 
the owner's permission. It is often the loss of a 
few fine trees per acre which makes the difference 
between first- and second-class timbered lands. 
Thus, if a person would invest in timbered lands, 
he has many things to consider. First: Will the 
lands when cleared be valuable for farm purposes? 
Second: Is the land convenient to railroads, so 
the product can be easily marketed? Third: If 
not near a railroad, what are the probabilities of 
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its being reached by railroad, and will it probably 
be in five or twenty-five years? Fourth: Is the 
timber of a staple kind, or is it a fancy wood like 
black walnut, which was much in vogue a few 
years ago, but which now is quite out of fashion? 
Fifth: Is the local supply many years ahead of 
the demand? This equation is often disturbed by 
the caprices of the trade. A few years ago ma- 
hogany and cherry were much sought after. Soon 
after, the trade was flooded with stained imita- 
tions, made largely of white maple. Previous to 
this time, white maple was mostly used for fire- 
wood, but its demand for use as imitation ma- 
hogany and cherry was just like finding that much 
new timber available for the manufacture of furni- 
ture. About this time, as black walnut was be- 
coming dear and scarce, the prevailing style of 
furniture suddenly went to light woods, to ash, red 
and white oak, elm, and maple. Heretofore elm 
and red oak were considered almost worthless 
woods, but this change of fashion caused these 
hitherto useless woods to supplant to the extent 
of their use white oak, walnut, and cherry, which 
had the same effect on the price of the furniture 
woods formerly used as though new and extensive 
forests of furniture woods had been discovered. 
This is not true of either yellow pine or white pine, 
which have general use as dimension lumber and 
most other common uses. Lastly, if one would in- 
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vest in timbered lands, he should first be sure that 
he has a trustworthy local agent who can see that 
his choicest trees are not stolen. 

The careful estimate of the value of timbered 
lands belongs to experts, persons who have had 
careful training and can not only travel the forest 
and give an accurate estimate of the stumpage, but 
who have had enough commercial experience in 
manufacturing and marketing the product to 
judge of the value of the standing timber for im- 
mediate use, and also to judge, if the time has not 
come for immediate use, the probable length of 
time it will be necessary to wait before the timber 
can be profitably marketed. 

In conclusion, I would urge that investment in 
timbered lands requires personal investigation, 
preceded by carefully acquired knowledge and 

long deliberation; that it is a special branch of 
real estate, in which deception is easily practiced 
and in which many favorable conditions must 
concur in order that the investment be satisfac- 
tory or even ultimately profitable. There is in 
this class of lands a good field for profitable invest- 
ment. There are probably in southern Missouri, 
Arkansas, and Georgia, and farther down the Mis- 
sissippi, as good opportunities as exist in the world 
for intelligent investment by the experienced, but 
woe to the uninitiated who listens to the gossa- 
mer which the land agent often weaves like unto 
a spider web in which to catch the investing fly. 
2 



FARMING LANDS. 

The discussion of mineral and timbered lands 
was introduced to make the classification com- 
plete and to point out clearly that they were 
matters for the specialist rather than for the gen- 
eral investor. We now come to the branch of 
real estate by far the most extensive and legiti- 
mate which will pass under our view. The first 
characteristic of these lands which we may ap- 
propriately discuss is their limited area. With 
the people of the United States until very recently 
this was not the case. As long as good lands in 
eastern Kansas and Nebraska were open to home- 
stead entry or could be purchased at the Govern- 
ment price of $1.25 per acre, there was no pressure 
of population on tillable area; but now that these 
lands as well as Oklahoma Territory are taken up, 
there are no first-class or second-class farm lands 
open for Government entry. There are public 
lands, to be sure, but they will all be found of 
little value, practically worthless, on account of 
lack of rain, rough or stony surface, or some objec- 
tion which forces the investor seeking a farm- 
home to buy the higher-priced and better lands 
which have long since left Government ownership 
and gone into private hands. So we have here a 
limited area and a rapidly growing population; 
that is, a constantly stronger demand and a 
stationary supply. This, other things being equal, 
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is an economic condition which forces higher 
prices. These higher prices come from a constant- 
ly increased home demand for the product. As 
the price of the product advances the value of 
the lands increases as a natural result. This ten- 
dency to advance is slow, but it is a tendency that 
will from this time on favor the investor. Why, 
you will say, did not the farming lands of Penn- 
sylvania advance instead of declining one hundred 
per cent during the past twenty years? This was 
the result of suddenly bringing the product of the 
newly developed western plains in competition 
with eastern grains in their own market. Their 
price could only be the price of western grains 
plus the carrying charges of western grains to 
Pennsylvania, as the general price during this 
period is regulated by the export price of the sur- 
plus. As home consumption finally consumes the 
entire product, then the price will be regulated by 
the import price; that is, by the Liverpool price 
plus carrying charges to any point in the United 
States, if the Liverpool market continues to be the 
basis of prices, as at present. So here we have in 
the United States access to good cheap lands cut 
off and a pressure of population resting fully for 
the first time on the lands now in private hands. 

There is another feature of agricultural lands 
which must be carefully taken into account; that 
is, exhaustibility of the soil. Lands differ very 
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much in this respect. The sandy and gravelly 
loams so common through Ohio, New York, Dela- 
ware, New Jersey, and the New England States 
depend largely upon surface humus furnished by 
decayed leaves and woods 6f forests. When these 
lands are virgin, they are very fertile, but they 
undergo rapid deterioration by continuous crop- 
ping without rest or without fertilizers. Hence 
these lands, if ever well exhausted, are compara- 
tively worthless, as the labor, time, and expense 
necessary to bring them back to a fair degree of 
fertility about equals the value of the restored 
lands. One of the first things noticed in these 
States by a western man is the fertilizer depots 
and works, which seem as prominent as elevators 
and mills are in the West. With such lands, after 
a generation, it will be found necessary to plow 
under green crops, rotate crops, add manure and 
commercial fertilizers and allow fields to lie fallow 
in order to use them profitably for field crops. The 
celery lands of Michigan near Kalamazoo, certain 
narrow bottoms along streams, such as the Miami 
valley in Ohio and the Connecticut valley, the Wy- 
oming valley, and a few other exceptionally rich 
neighborhoods of small area, are the exception. 
In the middle West we find a soil of quite a 
different character. The black prairie soils of 
Illinois, Iowa, Minnesota, eastern Nebraska, 
eastern Kansas, northern and western Missouri, 
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and large portions of Oklahoma and Arkansas 
— in fact, all the black prairie and bottom lands 
of the Mississippi and Missouri valleys which are 
within the rain belt (that is, east of a line running 
north and south through central Kansas), are prac- 
tically inexhaustible. I have seen these black 
prairie soils near Kansas City which have been 
continuously cropped in corn for forty years which 
do not show the slightest evidence of exhaustion 
and still produce forty to fifty bushels of shelled 
corn to the acre. No rotation of crops is neces- 
sary on these lands for the production of cereals, 
and farmers crop continuously one kind of grain 
until the market or some outside consideration 
suggests a change of crops. Eotation is not yet 
suggested by any indication of exhaustion of soil. 
The growing of potatoes, I am told, requires, after 
a few years, a green manuring or some nitrogen- 
ous additions to the soil to supply the peculiar de- 
mands of this crop. It is possible that rests of 
the soil or plowing under of sod might make more 
corn-stalks, but the crop is so ample and satisfac- 
tory that the best farmers of prairie black lands 
practically ignore fertilizers, rotation of crops, or 
any of the expedients resorted to on weak lands so 
common in the East. 

There is another kind of lands showing them- 
selves in the hills, along streams, and often ex- 
tending a few miles from the streams into the prai- 
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rie, which are called "loess" by scientific men and 
which are also practically inexhaustible, but not 
so rich as black prairie lands. These lands are 
of about the same richness down to a great depth, 
and no matter how much the surface soil wears 
down by plowing and washing, the same or nearly 
the same fertility is found. These lands are suf- 
ficiently fertile to produce good corn without fer- 
tilization, but not so heavy a crop as prairie lands. 
These lands are not so rich but that they will pro- 
duce better corn or wheat if a turf has been 
plowing under, so that it is common with these 
lands to rotate crops from corn or timothy to 
wheat, clover, or oats, and then to corn. Yet good 
crops, when compared with those of eastern 
gravelly fertilized lands, are obtained year after 
year without rotation or fertilization. Artificial 
fertilizers are almost never used. Such are the 
lands along the banks of the Mississippi, Missouri, 
and Kansas rivers and along many lesser streams 
and branches tributary to them. 

These lands of these two qualities, although of 
different degrees of fertility, constitute the great 
bulk of lands in the vast valleys of the Mississippi 
and the Missouri. The intrinsic difference in the 
value of these practically inexhaustible lands and 
the gravelly and sandy loams of the Eastern and 
Middle States will henceforth become more anfl 
more apparent. The comparatively low price of all 
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kinds of vegetables and small fruits in their sea- 
son, caused by the shipment from great distances 
of the same fruits and vegetables, destroying 
the high prices of what was once called the "early 
market," renders it impossible to profitably bring 
up poor eastern lands by the use of commercial 
fertilizers. The low price of western cereals, 
coupled with reduced freight rates, has caused 
many farms to be abandoned in New England be- 
cause the crop was not worth the value of the labor 
plus the fertilizers necessary to make a crop. 
These lands will continue worthless until popula- 
tion becomes so dense that labor is so low in price 
as to be satisfied with very slender returns. 

On the contrary, the time can never come when 
the inexhaustible black, loess, and mulatto soils of 
the West need ever be abandoned for want of com- 
pensating returns to labor. These lands must in- 
crease in price and demand as population increases 
because the price of corn, wheat, cattle, and pork 
now depends largely upon the surplus exported or 
shipped east and south. As population increases 
this surplus will be consumed at home largely, and 
to that extent will enhance the price. If these 
lands are visited an hundred years hence, the 
farmer may be found occasionally plowing under 
a clover sod, but it will not find him buying com- 
mercial fertilizers. 

This matter of soil must be carefully investi- 
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gated by the investor. If in the territory tribu- 
tary to Kansas City one field rents at $3.00 per acre 
and another at $4.50 per acre and they maintain 
these relative prices, it is because the surrounding 
tenantry has discovered that one field either pro- 
duces more or is tilled with less labor than the 
other. I have seen this difference between black 
lands and loess lands, and on inquiry I found that 
one field would average ten bushels of corn per 
acre more than the other. This at the field price 
of fifteen cents per bushel would be $1.50 per acre, 
although the labor of planting and cultivating was 
exactly the same. In the West the difference in 
rental value is entirely in natural productiveness. 
In the Eastern States it depends somewhat on the 
same element, but still more on the amount of fer- 
tilizer necessary to be used to produce a crop ; on 
some lands more, on same lands less, but much 
on all. 

In considering farm values, many are misled 
as to the value of improvements. This is more 
particularly true in the West than in the East. 
There is little use in the West for the large barns 
so common and considered so necessary in the 
East. The necessary improvements on a western 
farm can hardly be taken into account as a part of 
the valuation of the farm. What may be called 
necessary improvements consist of barbed wire 
fencing, which costs about $50.00 per mile; a 
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comfortable frame residence costing about $ 1,000, 
sheds to shelter 100 head of stock, a tool-house, 
and some corn-cribs. While all of these items on 
an ordinary 160 acres cost 1 1,500.00 to $3,000.00, 
the deterioration is so rapid that if the property is 
used as income property and leased from year to 
year, at the end of ten years the value of such im- 
provements would hardly be estimated at one-half 
their original cost. This deterioration of frame 
buildings on account of dryness and heat is more 
rapid in the West than in the East. 

So when an owner of a western farm points 
out a residence costing $4,000.00 to $10,000.00 and 
barns costing the same, their cost is to be ignored 
except insomuch as they are necessary improve- 
ments, including a total not exceeding $3,000.00. 
In the East large barns are used to protect hay and 
grain from wet, but in the West the prevailing hu- 
midity is so very much lower that no farmer would 
take the trouble to haul his wheat and oats to such 
a barn if he had it. He stacks his grain in the field, 
and it is often threshed within one week of its 
being cut; so, while large barns would be con- 
sidered of more value in the East than in the West, 
this would not affect the estimate of other ex- 
pensive improvements. The fundamental idea of 
farm value is productiveness. A house costing 
$10,000 will not enable a tenant to raise more 
grain than one costing $1,500, and would be more 
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expensive to maintain. Large barns in the West 
are no more productive of wealth than small. In 
the East, as they are essential to the saving of 
crops, they have a productive value, and should be 
carefully taken into account by investors as an 
element of value. 

So an investor in looking over a farm will look 
and see if the necessary improvements are there, 
ignoring absolutely any improvements finer or 
more extensive than are necessary. If a purchaser 
is buying for his own occupancy, then the luxury 
of a fine house and other expensive improvements 
may be very properly estimated by him; but it 
must be estimated as luxury, and the purchaser 
must not be misled into the belief that any acre of 
land will produce more grass or grain by virtue 
of being overlooked by the windows of a fine 
country mansion. 

There is another class of improvements which 
the investor must estimate cautiously. I refer to 
ornamental and fruit trees, orchards, vineyards, 
etc. If you want a commercial orchard and know 
the varieties and have assured yourself that the 
trees are healthy, well and good. It is perfectly 
legitimate to grow or purchase orchards and main- 
tain them as such. They are, however, a kind of 
property which must be carefully watched or they 
deteriorate rapidly. In other words, if you are 
buying a country place for your own occupancy, 
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fruit and ornamental trees are desirable and are 
worth what it costs in time and labor and money 
to produce them; but if you are buying lands 
planted to orchard or vineyard which you do not 
intend to occupy, but for investment, or are con- 
sidering such lands as security for money loaned, 
then it is not safe to value such lands at much 
above their value as plow or meadow lands. A 
fruit farm in the hands of an experienced horti- 
culturalist who has an owner's interest in the 
care of orchard and vineyard is quite a different 
thing from a fruit farm rented out to the average 
tenant, who knows little and cares less about the 
condition in which he leaves the estate at the 
termination of his lease. 

Caution must also be observed in merely pic- 
turesque and romantic features of farms and coun- 
try estates. In some cases, as at the sea-shore, 
this quality has proven a most profitable element 
of value; but, as a rule, it is too uncertain to be 
counted upon for yearly revenue or as certain to 
produce an estimated value in case the property is 
offered for sale in the open market. 

The necessary supply of water for farm lands 
should not be overlooked. In large regions arti- 
ficial surface ponds are depended upon in the 
absence of springs and streams, and the cost of 
such ponds is to be taken into consideration in 
estimating the value of such farms in comparison 
with those not similarly equipped. 



Convenience to schools, villages, postoffice, and 
railway stations constitutes an element of value, 
and while it does not seem to affect the price of the 
best lands as much as would at first thought seem 
probable, yet these points should be inquired into, 
and second-class lands favorably situated in these 
respects often have a more ready convertibility 
than better lands less favorably situated. This 
does not apply with much force to poor or waste 
lands, but rather to good lands of different degrees 
of fertility. 

Distance from large cities also affects value. 
Farms near stations within ten or twenty miles of 
a metropolitan city or one which is soon destined 
to become such will, sooner or later, be reached by 
suburban trains; and when these come, prices 
of farms often advance to values far beyond 
their value considered strictly as tillable lands. 
Such points on suburban railroads become very 
desirable places for residence of people who no 
longer look to farming for revenue, but rather as a 
fine art to be expensively cultivated as a plaything 
and a luxury. Actual sales in the neighborhood 
must, however, be the criterion of value, and an- 
ticipations of increased values of such lands favor- 
ably situated must be cautiously indulged. I know 
many instances near Kansas City where such 
hopes have been entertained for the past twenty- 
five years, but where the anticipated rise has not 
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yet come and, like hope deferred, "maketh the 
heart sick." In the study of land values the 
fundamental idea is productiveness of the bare 
land considered as plow or meadow land, and this 
value is determined by the rent per acre of open 
fields which have little or no improvements. If 
you leave this central idea in estimating farm land 
values, to consider buildings, orchards, vineyards, 
timber, suburban advantages or picturesque quali- 
ties, you must move with great caution or your 
imagination will delude you into a purchase 
which, while gratifying your pride and finer sensi- 
bilities, will become a burden to maintain instead 
of a steady and satisfactory source of income. 

A distinguishing feature of western farm 
lands in comparison with eastern lands must be 
here mentioned. I have in mind now the so-called 
blue-grass lands, comprising large portions of Illi- 
nois, Missouri, southern Iowa, eastern Kansas, 
and southeastern Nebraska. In the East, when 
you speak of a farm containing both plow and 
broken lands, we generally consider that the 
broken lands have little productive value for 
pasturage or any other use. The lands are gravel- 
ly or stony and where there is soil it is very unpro- 
ductive. Ten acres would not, perhaps, produce 
as much pasturage as one acre of fertile meadow. 
In the West, however, in the prairie regions par- 
ticularly, what we call rough lands are generally 
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timbered pasture lands which are rolling and suf- 
ficiently broken by draws and breaks to cause them 
if plowed to wash more than is desirable, and are 
with difficulty kept in satisfactory shape on this 
account if kept in continuous cultivation. Then, 
too, the more level prairie lands are so plentiful 
that such lands are not needed for plow lands, and 
so are cleaned up and left as woods pasture. As 
soon as the brush is removed and the lands are 
devoted to pasturage, blue-grass without seeding 
appears and takes possession of the wooded field. 
This blue-grass, which has made Kentucky so 
famous, is a great source of wealth in all regions 
where it naturally flourishes. It starts early in 
spring, seems to thrive on continuous and heavy 
pasturing, resists drought and cold, flourishes in 
rainy seasons, grows very late in the fall and even 
under snow in winter, and is fine forage for horses, 
cattle, and hogs. It is not grown for hay, but when 
it has once taken possession of a field it furnishes 
abundant pasturage through a long series of years 
without re-seeding or attention. On this account, 
the so-called rough or broken lands referred to by 
western men in describing farms are far from 
being waste or even poor lands, but might proper- 
ly be described as fertile lands, better adapted for 
pasture than cultivation. As nearly one-half of 
the lands of the West, even if smooth enough for 
plow lands, are kept in pasture, it is little draw- 
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back to a farm to have one-fourth of its area con- 
tinuously in these blue-grass pastures. So these 
wooded, rolling, and broken pasture lands earn the 
farmer at least two-thirds as much in pasture as 
his best corn and meadow lands do in crops, and 
so, relatively, they are worth two-thirds as much. 
As a source of wealth in the blue-grass belt, 
extending from central Kansas to Ohio and from 
Arkansas and Kentucky to central Iowa, the blue- 
grass pasture is of vast importance. Hogs do 
well on blue-grass without grain from May to 
September, and cattle live seven months out of the 
twelve, as a rule, exclusively upon it. In other 
words, one-half of all pork, beef, mules, and horses 
raised in eastern Kansas and Nebraska, Illinois, 
Missouri, southern Iowa, northern Arkansas, and 
Kentucky are the direct product of blue-grass, a 
feed which does not require plowing or sowing — in 
fact, which requires nothing but brush-cutting and 
fencing. This, added to the inexhaustible fertility 
of the soil where blue-grass is indigenous, must 
lead any investor in farm lands to a high appreci- 
ation of these western blue-grass farms. Ken- 
tucky has for generations boasted of its blue-grass 
pastures, but within a radius of fifty miles of Kan- 
sas City can be found immense expanses of prairie 
blue-grass pastures which cannot be surpassed, 
and I doubt if equalled, elsewhere in the whole 
world. 
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In the selection of farm lands in this region it 
is desirable that a fair proportion of the lands, not 
less than one-third and still better one-half or two- 
thirds, be smooth and not too rolling, fit for plow 
and meadow. The remainder, if a blue-grass coun- 
try, is nearly as well in rougher pasture lands, and 
such pasture lands may be estimated at from one- 
half to two-thirds of the best plow lands, depend- 
ing upon the proportion of waste surface caused 
by cropping rock or steep draws. 

There is one peculiarity about a region of good 
farming lands. There are always few such lands 
offered for sale and there is always a local demand. 
There is something about fine acres which inspires 
covetousness to a degree unknown in other kinds 
of property. No matter how much land a farmer 
may have, he always has an ambition for any good 
lands adjoining him. If he does not want it for 
himself, he wants it for a son or daughter, so as 
to keep the family in neighborly reach of one 
another. The result is, that the actual market 
value of such lands always seems high compared 
to their rental value. For example, land leasing 
at $3.00 per acre cash rent will sell at f 50.00 per 
acre in neighborhoods where money is loaning at 
eight per cent. After capitalizing at eight per 
cent and deducting taxes, the price indicated by 
the rental value would be nearer $85.00 than 
|50.00. This constant pressing demand from in- 
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creasing population, and the desire of people to 
own land in the neighborhood where they are born 
and reared or where they have made acquaint- 
ances and built up reputation, must not be over- 
looked by the wise investor. An investor may be 
too cautious and see but the surface of things. If 
he inquire the cash rent of a field and he is told 
$ 2.00 per acre, he immediately capitalizes the land 
at eight per cent and says: "f 25.00 per acre is all 
that it is worth to me." He is surprised to learn 
a few years later that Brown bought an eighty for 
his son at $ 40.00 per acre, and that Jones bought a 
forty adjoining him for a hog pasture at $50.00 per 
acre. This lack of appreciation of the legitimate 
home demand for good farm lands in well-settled 
communities is a conspicuous characteristic of the 
average investor. This has been particularly true 
of the large insurance and trust companies in their 
western investments where no discrimination was 
made as to local wealth and probable demands for 
any farm lands forced on the market. This will 
be discussed more fully in the chapter devoted to 
the loaner's point of view as compared with the 
investment purchaser's, which will follow later. 
Thus we see that good farm lands possess many 
elements of a good investment: certainty of a 
steady but low income, stability, convertibility, 
and a general pressure of demand tending to ex- 
ceed supply. But farm lands have their draw- 
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backs. It takes time and causes some inconveni- 
ence to visit and find proper lessees for farms; the 
payment of rent often depends for promptness on 
the season, whether favorable or unfavorable; 
there is the dishonest tenant who harvests the 
crop and markets it and leaves for an unknown 
postoffice address; the expense of suits sometimes 
for possession; an occasional tenant who burns 
up too many old fences for winter firewood; the 
tenant who takes a clean meadow and by culti- 
vation and skillful mismanagement leaves it in 
cockle-burrs; these are all drawbacks; but before 
this volume is finished it will be noticed that be- 
sides these discouragements in farm investments, 
"there are others" in almost every other line of in- 
vestment. My advice to anyone contemplating 
dealing in or making permanent investments in 
agricultural lands is that he study and familiarize 
himself carefully with one district, a county or a 
portion of a State, a region sufficiently large to 
offer the outlet for all funds set aside for such in- 
vestments. When the prices and rentals of best, 
medium, and rough lands are learned and the gen- 
eral demand and salability of lands in the neigh- 
borhood are carefully studied, then the investor is 
prepared to begin operations. Favorable oppor- 
tunities are constantly occurring to the man with 
cash in hand who is ready to act promptly. Lands 
have to be closed out to settle an estate; someone 
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has failed in farming and wishes to save some- 
thing from a mortgaged estate where the interest 
is already in default; city people inherit a farm for 
which they have no use and whose value they do 
not appreciate. Under these circumstances farms 
and lands are often bought for sixty or seventy per 
cent of what they would bring if held to be sold as 
the neighboring farmers appear in the market for 
homes. 

GRAZING AND RANCH LANDS. 

Tributary to Kansas City, towards the west, 
southwest, and south are immense stretches of 
territory known as grazing or ranch lands. Those 
lands west of the longitude of central Kansas, 
although very fertile, have not sufficient rain to 
make the returns for tillage very certain and prof- 
itable, but the natural wild grasses are so con- 
stant and so luxuriant in growth that many of 
these lands rank high as ranges for cattle. Ow- 
ing to the very recent date at which these lands 
were taken up by homesteaders and purchase 
entry, their price in many districts is not well es- 
tablished. There is another peculiar feature about 
these lands which has tended to discredit them 
and has caused them to be wholly rejected by 
loaner and investor. About 1885 to 1890 many of 
these homestead entries were perfected in western 
Kansas. These lands west of the center of Kansas 
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were understood by western men generally to be 
unfit for ordinary farm and homestead purposes, 
but, notwithstanding this, thousands of quarter- 
sections of these landa were homesteaded, a shack 
of a cabin put up and called a house, a stone or 
wood yard put up and called a corral, and appli- 
cations for loans were generally made by settlers 
as soon as the title was perfected. In fact, the 
alacrity with which the homesteader made an ap- 
plication for a loan as soon as he got his patent 
led to the general belief that it was for this ex- 
press purpose that he located his claim; that in- 
stead of longing for a home and a farm, his long- 
ing was for collateral. At this time, large com- 
panies were loaning freely in the West, and these 
"improved farms" (sic) usually commanded f 500.00 
to the quarter-section. As soon as the loan was 
obtained and the homesteader had had time to 
burn up the improvements for firewood or sell 
them to a neighbor, he started in a canvas-topped 
wagon for Oklahoma, which was opened about 
that time for settlement, not taking the trouble to 
notify the mortgagee of his change of residence. 
Of course, when the eastern mortgagee came to 
investigate, he discovered that instead of having 
a lien on an "improved farm" he had a mortgage 
on a scrap of ranch land without water and abso- 
lutely worthless unless joined to other similar 
lands into large ranges. The result was that 
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these mortgages in many instances were hardly 
worth foreclosing. In addition to the deteriora- 
tion of value caused by being cut up into scattered 
ownership by quarter-sections, in many counties, 
owing to the unequal a*^ments of non-resident 
owners, the free voting of school and other bonds 
by the handful of people who were actual resi- 
dents and voters caused taxes often to practically 
amount to confiscation. These titles, however, 
are gradually being collected into larger owner- 
ships, and in time, when they are gathered into 
properly watered tracts in multiples of a thousand 
acres, they will have a certain year-to-year cash 
rental value, which will be paid by cattle-growers, 
who will crowd more and more upon the present 
forage area. It will be some years before these 
lands are unified into large ranches, and the rental 
value is not yet well established in many exten- 
sive sections, the owner of a few quarter-sections 
of water-front often using any extent of country 
he needs by merely fencing it in without leave of 
either absconding owner or mortgagees of these 
erstwhile "homesteads" and "improved farms." 
There are, however, many districts where ranch 
land rents are fairly well established, and, for 
reasons obvious to the most casual observer, it is 
highly probable that such lands can never be as 
low in price again as they are to-day. Nor is there 
any class of real property likely to be in more 
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steady demand by purchaser or renter than well- 
watered prairie ranches. They are not subject to 
deterioration by neglect or exhaustion and the im- 
provements necessary are of low cost and cheaply 
maintained. 

There is no investment surer- or safer. The 
drawback usually is that these large ranches are 
only reached by long travel ; the arrangements for 
a solvent renter are not easily made; in the event 
of a tenant in default, courts are distant and evic- 
tions difficult, and unless a person has enough 
such interests to justify trips to the property at 
pretty short intervals and gives the making of 
leases his personal attention, he may suffer much 
delay, vexation, and loss by attempting to manage 
these properties by correspondence or by local 
agents whose discretion and honesty he has had 
no opportunity of investigating. These lands are 
as eternally indestructible as the fine western 
farm lands hereinbefore mentioned, and this must 
not be overlooked. Their product from year to 
year comes absolutely without labor. There is no 
plowing, seeding, cultivating, or harvesting, nor 
failure of crops. To those who study the region 
so as to invest wisely, I know of no more attractive 
field of investment. 
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CITY PROPERTY. 

City property naturally falls into three main 
divisions: business, residence, and suburban. 
These are susceptible of further subdivisions. 
Suburban lands are properly classed as city prop- 
erty as their present and prospective value as com- 
pared with ordinary farm lands depends wholly 
upon their proximity to the city and their neces- 
sary use sooner or later by the overflowing city 
population for residence purposes. 

We will first examine business property in its 
various subdivisions. These are, wholesale, retail, 
and manufacturing. 

WHOLESALE PROPERTY. 

Wholesale property naturally depends for its 
value not so much upon the amount of foot travel 
on the street as upon its convenience to freight 
stations, regard being had for both the receipt and 
shipment of goods. In some lines of jobbing trade 
convenience to the local retail stores is often very 
desirable. The former consideration is commonly 
by far the more important factor, as the transfer 
of goods to and from freight stations is a leading 
expense item in all lines of jobbing trade, and is 
always carefully considered by the experienced 
merchant. In western cities, where real estate 
values are low, it is common for jobbing houses to 
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locate on some side track, thereby being able to 
receive and send out car-load lots at the ware- 
house, bo as to wholly avoid transfer charges 
by simply paying a small sum per car to the 
railroad company for switching. The importance 
of this arrangement in the handling of heavy 
and bulky merchandise, such as agricultural im- 
plements, hardware, groceries, woodenware, car- 
riages and wagons, cement, lime, tile, and very 
many other wares, can hardly be overestimated. 
In all lighter lines, however, this consideration is 
almost wholly ignored. Many lines, as dry goods, 
boots and shoes, millinery, drugs and druggists' 
sundries, notions and small wares generally found 
in retail stores, pay great attention to prominent 
locations on account of the incidental advertising 
it gives, and also to the proximity to retail mer- 
chants and jobbing houses, on account of the 
house-trade from day to day delivered to messen- 
gers from these various retailers, who often keep 
a customer waiting till a messenger can go on a 
run to the jobber and supply the article demanded. 

Owing to the very large area of land in most 
western cities well adapted to wholesale trade, 
the values of such lots rule low as compared with 
the best retail property, which, as will hereafter 
be pointed out, is limited to a very narrow area. 
There is another peculiarity about property suit- 
able for wholesale business; that is, as a rule, the 
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supply tends to exceed the demand. There is 
generally so much unimproved property in all cit- 
ies well adapted to such purposes that owners are 
always reaching out for tenants by offering to 
build in any form the tenant may prescribe at a 
low interest-paying rental upon the total value of 
land and improvements, if a long lease of five to 
fifteen years can be obtained. This is true only in 
a slight degree of the best retail property, which 
the public in a very capricious way generally 
limits by its favor to a very small area in large 
cities, it being often confined to a very few squares 
on one or two streets. A retailer with an estab- 
lished trade is very loth to move even a few doors 
or from one side of the street to the other for even 
a much better building, for fear the old room may 
possess some advantage over the new in location 
which has contributed to his success and which 
the new location may lack, although apparently as 
good. Anyone familiar with the retail history of 
cities will recall moves of this kind made by 
hitherto successful merchants which proved dis- 
astrous. In modern jobbing trade, owing to so 
great proportion of the business being solicited by 
agents both locally and on the road as compared 
with the house-trade, the moving a few doors or 
even squares cuts very little figure, provided the 
general situation with reference to freight depots, 
switches, and local retail stores has not been rad- 
ically changed. 



Another weak point in wholesale warehouses 
is the danger, in case of losing a tenant, of long 
vacancy. In retail business the capital required 
is usually less, and in case of a failure of one Arm, 
another is more easily organized to take its place; 
but the opening of a new jobbing house involves 
such a complete organization and so large a cap- 
ital, facing a certainty of doing business at a great 
loss for a considerable period while a trade is 
being established, that a vacancy in a large build- 
ing suitable for such business often continues for 
even years. 

What is true of warehouses used in jobbing 
trade is measurably true of large buildings used 
for wholesale commission business. We meet the 
same tendency to overbuild and the same losses 
from long vacancies in case of moving, failure, or 
discontinuance of business by the tenant. 

MANUFACTURING PROPERTY. 

When we come to manufacturing property, 
elevators, and buildings built for special uses, we 
reach a most unsatisfactory class of improvements 
from a landlord's point of view. Unless the land- 
owner get a rent so large that he can afford to 
gamble on the uncertainty of his investment, such 
improvements should not be undertaken. It is on 
account of the unsatisfactory character of such 
improvements that, as a rule, manufacturing com- 
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panies are usually obliged to put up their own im- 
provements. Smaller factories are practicable in 
ordinary warehouses. In many lines the same 
room which would do for wholesale or warehouse 
business would be satisfactory for manufacturing. 
Light is usually an important point in factories, 
and few ordinary stores or warehouses are as well 
lighted as most manufacturing businesses require, 
but in most buildings this can be remedied by 
larger or additional windows. In such property 
used incidentally for manufacturing the chance of 
its remaining vacant for a long period is not 
greater than a building used for jobbing, if it is so 
located that it would be as attractive to jobbers as 
other buildings in the jobbing district. The tend- 
ency, however, to over-build this class of property 
is constant, because so much land in every city 
is fairly adapted to such uses, and it must be 
approached by the investor with the greatest 
circumspection. 

CITY RESIDENCE PROPERTY. 

Residence property is naturally divided into 
fancy residence, home residence, and income resi- 
dence property. 

Fancy residence is that selected for beauty of 
location and desirability of neighborhood, and 
is expensively and generally extravagantly im- 
proved. The improvements are such that they 

43 



cannot be considered as income or investment 
property. The builder of a fine house knows that 
it will never bring himself nor anyone else any 
other income than heavy annual expense bills and 
perhaps, but not always, the great satisfaction of 
living in a beautiful and perfectly appointed home. 
Such property does not only not bring the builder 
money-return in annual income, but, if circum- 
stances lead the owner to sell, it rarely realizes 
over half its original cost. In fact, when any man 
in the smaller cities builds a fine residence costing 
|20,000, |30,000, |50,000, or f 75,000, he does not 
fully comprehend what he is doing unless he real- 
izes that he is absolutely throwing away from forty 
to sixty per cent of its cost if he is looking upon it 
as a convertible asset. The loss, too, in an expen- 
sive residence is not only the original cost, but in 
the maintenance of such fine properties, which 
not only demand great outlay in repairs, renewals, 
heating, and taxes, but necessarily increase the 
number of servants and consequent destruction 
and waste. So it is very often the case that these 
magnificent family monuments, instead of proving 
a domestic heaven, are such financial or house- 
keeping burdens as to make them eyesores to their 
proprietors. 

Besides the fact that these fine homes are 
money-sinks to the builders, there is a great incon- 
vertibility about them, as a class, which makes 
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them difficult to sell even at fifty per cent of cost. 
This is for the reason, first, that almost every man 
thinks, until he has tried it, that he, with his su- 
perior wisdom, can build as good a house for 
125,000 as his neighbor did for {50,000; and 
further, he savagely criticises everything that his 
neighbors build, and has an itching to give them 
an illustration of his own ideas of internal arrange- 
ment, and also some external architectural touches 
which he fancies would prove a vast improvement 
on any of the dull-headed designers in his city. 
By and by, when he has declined beautiful homes 
offered him at half their cost, he starts in to make 
his demonstration to his neighborhood, and winds 
up with internal contortions and external night- 
mares of architecture which cost him "more than 
he expected," and, when finished, "did not look at 
all as he thought they would." 

Another cause of inconvertibility is the very 
small number of persons, at least in a western 
city, who could afford to live in one of these houses 
even if received as a gift. This great expense of 
maintaining and operating a fine residence (it may 
be considered a sort of plant) reduces the possible 
purchasers to such a very limited number that 
opportunity of selling at any price is rare. - 

Therefore these fine residences may be wholly 
dismissed from our consideration as investments 
in the ordinary sense of the word, but rather 
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pointed out as examples of luxurious waste, which 
a few who build really enjoy, but which many 
regret. 

SMALL HOMES. 

There is another class of homes, which in most 
western cities sell at from f 1,500 to f 5,000 or even 
f 7,500, which, while not satisfactory as income 
property, are often satisfactory to buy for occupa- 
tion and which have a high degree of converti- 
bility. There are an hundred looking for such a 
home to one looking for the fine residences first 
mentioned. Such an investment is often and 
generally legitimate. If bought for cash, it gives 
the family a permanent feeling and there are many 
little comforts indulged in which would not be ob- 
tainable in a rented house. Often they are pur- 
chased at low interest on instalments. This is 
sometimes an incentive to save which results in 
giving a family a home rent free. As these homes 
are often on the market, there are many opportuni- 
ties to buy such properties cheap for cash and to 
sell on easy terms at a handsome advance. Thus, 
while they rarely rent for enough to pay a high 
interest on the cost, and considered as rental 
property are not desirable, yet, on account of their 
convertibility, they may be legitimately considered 
as safe investments, both as homes and for specu- 
lation. The handler of such properties for spec- 
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ulation, however, should have had some experi- 
ence as a builder, in order to estimate closely the 
cost of improvements and their desirableness for 
homes. This class of houses in certain cities and 
localities run up as high as $ 10,000, and in old 
and wealthy eastern cities and suburbs probably 
somewhat higher. The higher the price, how- 
ever, the less satisfactory they are as speculative 
properties, as with increase of price the number 
of possible buyers rapidly diminishes, and conse- 
quently the chances of ready sale. This involves 
carrying the property longer, and during this 
period the net per cent income will diminish as 
price increases. Houses built for homes costing 
from $1,000 to |3,000 or $4,000, well bought, will 
often pay six per cent interest on the investment, 
while one costing $10,000 will rarely pay three per 
cent. The reader will bear in mind that this 
whole discussion has reference to detached houses, 
built for homes, and not to income residence 
property proper — that is, tenements built prima- 
rily for income and not salable as homes. 

NONDESCRIPT. 

There is another class of houses to be found in 
great numbers, especially in western cities. I 
refer to the very large number of detached frame 
houses, built generally in rows, ostensibly to be 
sold as homes, which were erected during the 
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highly inflated and speculative period known as 
the "boom," a period extending from 1885 to about 
1890. There is also a great tendency to erect these 
houses in all new and rapidly growing towns and 
cities. In Kansas City thousands of these houses 
went up, costing from $800 to $2,000 each. There 
was no legitimate purchasing demand for these 
houses for homes, and they were not properly con- 
structed to be profitable as rental property, either 
as to materials or location. They were conceived 
in fraud and executed in iniquity. They were pro- 
jected solely to dupe loan companies and owners 
of clear property. The process was this: The 
owner of the land was induced to sell on "builders' 
terms"; that is, he would allow the figure-head 
purchaser to take the title without any cash pay- 
ment, or on a very small payment, and also allow 
him to execute a first mortgage to the loan com- 
pany for what was represented to be about seventy 
or eighty per cent of the cost of the building to be 
constructed, and then he executed a second mort- 
gage to the owner of the lot for the balance of the 
purchase price of the land. As long as loan com- 
panies would make these loans, business was 
active. The figure-head purchaser was a mere 
dummy set up by a contractor who wanted to 
"run the deal" and build the houses. The picture 
and specifications of the proposed improvements 
were taken to the loan office with a bid by the 
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contractor. This bid was always about fifty per 
cent more than the actual cost of the house. If 
the loan was obtained, the work was executed 
in the most deceptive manner, and with the poor- 
est materials that would pass inspection. An 
illustration of this may be necessary for the 
ready comprehension of the inexperienced reader. 
We will suppose Brown has three hundred feet 
frontage for sale at $30.00 per front foot. This will 
cut into ten lots of thirty feet each. Smith, the 
contractor, sends Jones, his figure-head, and in- 
structs him to offer Brown his price, provided he 
will take $5.00 per foot cash and $25.00 per foot 
in a second mortgage permitting the figure-head 
purchaser to borrow on first mortgage $1,800 on 
each thirty feet frontage, with which and with 
other (sic) money he will build a $2,000 residence 
on each thirty feet. He, of course, has the draw- 
ings and a contractor's bid to build for $2,000 
each. The key-note of the whole swindle is the 
cost of the house. We will suppose that the house, 
built throughout of low-grade material and with 
all possible skinning, should cost $1,350, quite as 
large a proportion of the contract price as usually 
went into such houses. Then we would have for 
the scheme the following resulting balance-sheet : 
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Ten loans, $1,800.00 each $18,000.00 

Less commissions and expenses 

of loan $ 000.00 

Cost of ten houses, $1,350.00 

each 13,500.00 

$5.00 per foot, paid on land . . 1,500.00 
Net profit 2,100.00 

$18,000.00 

The figure-head purchaser who made the notes 
wa* probably some carpenter in the employ of the 
contractor, who would as soon sign a note f or a 
million as any other sum. The property-owner 
who sold the lots and the loan company rest 
quietly for six months, until the first instalment of 
interest falls due. Of course, it is defaulted. No 
one but the loan company and the holder of the 
second mortgage ever had the least suspicion that 
it would be paid. In the meantime the ten houses 
have rented for six months at $15.00 per month 
each, and the contractor, of course, got this, which 
would amount to $900.00. The loan company 
calls on the second mortgagee to pay the interest 
after default. He investigates and discovers that 
he has been duped, that his land is heavily mort- 
gaged for sham-built houses, and he abandons the 
whole thing, and the loan company proceeds to 
foreclose and sell the property and tries to re- 
imburse itself. The houses are so poorly con- 
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structed that they rapidly deteriorate. The knot- 
holes soon show in siding and shingles, and these 
rat-trap houses are hard to sell to anybody at any 
price. This is a fair sample of the way hundreds 
of houses were built in Omaha, Minneapolis, Kan- 
sas City, and other western cities. It is no 
wonder the holder of these mortgages, who bought 
them of the loan companies, weeps when he sees 
those houses. A crocodile would weep under 
similar circumstances. Tet the loan company 
acted honestly in the matter. It was simply 
duped. This class of swindling was mostly con- 
fined to frame buildings, but hundreds of houses 
were also built of brick in the same manner. The 
percentage of swindle, however, was smaller in 
brick than in frame structures. On account of 
the freedom with which money was loaned in Kan- 
sas City, there were probably more of those houses 
built there than in any other western city. They 
had no ration d'etre but to swindle the loan com- 
pany and the land-owner, and they proved the 
worst loan investments ever made in real estate 
under my observation, unless it be mineral lands 
and prairie-dog farms in western Kansas. Denver 
escaped this largely, because frame buildings 
are wisely forbidden there and there was not 
the opportunity to swindle in brick construc- 
tion that there was in frame. There is also one 
peculiarity about frame buildings in the West 

51 



which the eastern investor should consider. I 
refer to the climatic action on shingles and paint. 
In the Eastern States, with a dimmer sun and less 
heat, a shingle roof often lasts thirty years. In the 
West six to twelve years is the average life. So 
with paint. The western sun at Kansas City is 
so hot that it fries the vitality out of paint on wood 
in a year or two, and all woodwork should be re- 
painted every three years at longest. Farther 
west the traveler will notice that the dryness of 
the atmosphere, together with the sun's heat, soon 
causes shingle roofs to look like chickens with 
retrousse feathers. They curl up and split until 
they in no degree resemble eastern shingle roofs, 
and that, too, in two or three years. These are im- 
portant considerations in the maintenance of im- 
provements. Many an eastern investor in west- 
ern frame buildings has been astonished at his 
repair bills and inclined to blame his agent, when 
climate alone caused the excessive outlay. In the 
matter of guttering and down-spouting the- West 
also has a surprise for the eastern owner. In 
western cities where soft coal is consumed there 
are generated acids and gases which will often 
render common tinwork worthless in one year. 
The same tin in an eastern city would last six to 
ten years. These are apparently minor considera- 
tions, but they are quite major if you happen to 
get hold of a lot of frame buildings in western 
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cities and try to keep the gross rents in excess of 
the gross disbursements for repairs, insurance, and 
taxes. 

It is no exaggeration to say that many of 
these frame rows are absolutely worthless and over 
a period of ten years have never produced a dollar 
of net income to their owners. The best honestly 
built frame houses are to be excepted, but these 
buildings, "boomer-rows," cannot be over-empha- 
sized as worthless trash. The effect of these 
paper-built frame residences falling into the hands 
of money-loaners has brought all residence prop- 
erty into bad repute. This is natural enough, but 
it shows great lack of discrimination on the part 
of the capitalist. It is of a piece with the investor 
who has bought a mortgage on a prairie-dog 
quarter-section which some sophist offered him as 
a farm loan, and therefore he condemns all farm 
loans. As a matter of fact, the absolutely safest 
loans, next to well-selected farm loans, are well- 
selected residence properties of moderate cost. 

INCOME RESIDENCE PROPERTY. 

This is property improved primarily for the net 
annual income it will produce. It includes de- 
tached and double detached dwellings, city-front 
rows of separate residences of two, three, or four 
stories, flats, apartment houses, and family hotels, 
It also in a degree includes the rooms used for 

families and roomers over the small store-rooms 
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on inferior business streets, which often produce 
nearly as much revenue from the second and third 
residence or rooming floors as from the store- 
rooms. 

The construction of income residence property 
demands the highest experience of the architect 
and the greatest wisdom on the part of the in- 
vestor. Houses best suited to one climate are not 
desirable in another. The problem is to produce 
the greatest floor area, light, ventilation, and com- 
fort at the least expense, by "expense" reference 
being had both to the original cost and also to the 
cost of maintenance in both internal and external 
repairs. Such property must, as a rule, be so con- 
structed as to preclude the idea of selling it for 
homes, although in eastern cities, where ground is 
very valuable and city fronts are the rule and built 
in solid rows, there are many blocks built with the 
double idea of income and also a fair adaptability 
for sale for homes. In western cities the idea of 
a home involves the idea of more ground in width 
than the house covers, so if a city-front row is 
built, whether divided by fronts into residences or 
built in flats, it is looked upon as income property 
pure and simple, with only a remote possibility of 
the separate fronts being sold as homes. In the 
latitude of Kansas City and St. Louis the intense 
heat of summer demands a freer circulation of air 
than can be obtained in solid rows. This is one 
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reason that in these cities I think double detached 
residences and double detached flats will finally 
be generally adopted by wise investors for the 
better class of income residence property, as they 
give the greatest light and ventilation at the least 
cost. 

The details of such property respecting the 
comfort of the occupying family must be studied 
with the greatest care. It is the successful man- 
agement of these accessories that often renders 
one flat or tenement row attractive and profitable 
while equally imposing structures in the neighbor- 
hood are constantly placarded "For Bent." This 
idea is obvious, and yet it is often overlooked. The 
provision for drying wash-clothes may seem an 
unimportant matter to the capitalist who never 
smelled soap-suds and whose linen is dried and 
polished at a distant laundry, but to the prudent 
housewife who does her family work alone or with 
one servant it is such an important matter that 
she will often pass over a dozen "for rents" before 
she is satisfied in this one respect She thinks of 
her washing, her ironing, her slops, the front and 
rear approaches, the window that will do well for 
flowers, the light, ventilation, economy of heating, 
furnishing room, kitchen, pantry, closets, and 
many other matters which the inexperienced capi- 
talist and the blundering architect often overlook. 
My idea is that if the projectors of most flats and 
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income residence properties had taken the precau- 
tion to have invited the criticism of a few thrifty 
wives of clerks and merchants, they would never 
have been built in their present form. 
' Income residences are like detached homes in 
this regard, that those are most desirable as in- 
vestments which are in strongest demand. As 
homes costing from $ 1,500 to $ 5,000 have many 
more customers than higher-priced properties, and 
are therefore to that extent more convertible, so 
houses or flats renting from $ 15.00 to |35.00 are 
in much stronger demand than those of higher 
price, because within the means of the average 
bread-winner. There is a minimum below which 
it is not desirable to descend. In Kansas City it 
is about $ 15.00; in Eastern cities it is, no doubt, 
higher. It is unfortunately true that tenants in 
tenements renting at f 4.00, $5.00, f 6.00 to $ 12.00 
are a difficult and unsatisfactory class to deal 
with. If you make a condition of "one family and 
no small children," they disclaim having children 
or any intention of sub-renting; and in a month, 
when you send out for your rent, you will find six 
children on one floor and four on the other and 
three families in the house, and not one of them 
with the slightest idea of paying a second month's 
rent. You at once begin suit for possession, and 
then they proceed to "get even" with you for such 
impertinence by breaking your windows, burning 
up your fences, walks > and out-buildings, besides 
advertising you in the neighborhood as a bad-man 



landlord. So my warning is to keep clear of 
frame or very low-priced residences for income. 
With Kansas City $ 15.00 to $45.00 per month is 
the best range of prices for six-, seven-, or eight- 
room modern residences or flats. In Chicago it is 
no doubt somewhat higher, and each city will be 
found to have its own range of what might be 
called middle-class rents. 

In estimating the net returns of income resi- 
dence property, the projectors of such improve- 
ments generally estimate too large a percentage of 
the rent-roll as net rent or income. Experience 
shows, over a long term of years, that it is very 
superior residence property which shows sixty per 
cent of the rent-roll to be net income. For ex- 
ample, suppose you construct a four-story double 
detached flat, giving eight five-room suites with a 
gross rental of $30.00 per month each, heat fur- 
nished. You immediately estimate the coal and 
janitor service at $800.00, and, allowing $ 100.00 for 
taxes, f 100.00 for repairs, $ 100.00 for water, and 
150.00 for insurance, your figures show as follows: 

Eight flats at $360.00 per annum $ 2,880.00 

Deduct 

Coal and janitor $800.00 

Taxes 100.00 

Repairs 100.00 

Water 100.00 

Insurance 50.00 1,150.00 

Balance $1,730.00 



Here you have apparently a net income of 
fl,730.00. Your building is new, your street is re- 
cently paved, and you have a new, clean building, 
which for a time is very attractive. But do not 
forget that Pandora may lift the lid of her box and 
let loose a whole troop of troubles. In the first 
place, a new roof every ten years is at least $ 10.00 
per year, a new pavement every six years is $ 50.00 
per year. Then an unexpected weak spot in the 
foundation forces the rebuilding of a portion of a 
brick wall. This may mean $50.00 or flOO.OO. 
Then one tenant dies insolvent, and your kind- 
hearted agent loses three months' rent before the 
widow is ejected. Then a child dies of diphtheria 
in the block, and then the wiggle-waggle tongues 
in the neighborhood talk about bad plumbing and 
sewer gas and you lose half of your tenants for six 
months. Then a case of scarlet fever is discovered, 
and then no one will take a flat on that floor for 
three months. Then there is the ubiquitous and 
experienced tenant who finds it cheaper to move 
than to pay rent, and, after the agent is wheedled 
with stories of remittances which never seem to 
come, after one month's rent is collected, one-half 
of which is expended in getting rid of the tenant 
some time in the second, third, or fourth month, 
depending on the energy of the agent and the ex- 
perience of the tenant, the agent is ready to seek 
another tenant. 
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Then a small boy throws a rock through a 
window and the landlord foots the bill. A cyclone 
takes off a four-story porch and the landlord pays. 
A careless upper-floor tenant lets the water run all 
night and the plaster falls and the rooms must be 
re-papered. And then the constant roar of the 
tenants for papering and painting! It takes an 
agent of white blood and wooden vitals to with- 
stand the unreasonable demands of many tenants. 
Then, of course, tenants carry off the keys, burn 
out the ranges, leave the gas fixtures awry. Then 
the closets are filled with rags, and the plumber 
calls. The sanitary inspector does not like the 
trap ventilation, and the plumber calls again. 
If you meter the water, the tenants never notify 
you of leaks and bad packing until your water 
bill the first of the month makes it manifest. 
Sometimes a tenant plays the cornet and the 
other occupants begin to move. Then there is 
the suit for the broken leg in the cellarway and 
for the broken arm on the slippery sidewalk 
in front. The incoming tenant always makes im- 
perious demands and acts as though she (he has 
not much to say) were going to administer on the 
landlord's estate. So, at the end of the year, the 
balance-sheet perhaps looks like this : 
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Eight flats at $360.00 per annum 12,880.00 

Deduct 

Janitor and coal |800.00 

Taxes 100.00 

Kepairs 100.00 

Water 100.00 

Insurance 50.00 

Extraordinary incidentals, 
vacancies, etc 800.00 1,950.00 

Net income 1930.00 

This, perhaps a flagrant case, shows about 
thirty per cent net income out of the gross rent- 
roll. Sometimes it is forty per cent, sometimes 
fifty, and rarely sixty-five or seventy. As a rough- 
and-ready rule, cut the rent-roll in half to arrive at 
net income. If you realize that, don't complain. 
If you get more than fifty per cent, congratulate 
yourself on foresight and wisdom in your invest- 
ment or on an extraordinarily judicious agent. If 
the income runs down to fifteen, twenty, or thirty 
per cent of the rent-roll, trade the stuff off and be 
wiser next time. 

There is a class of improvements which must 
be mentioned which have little or no value con- 
sidered as permanent improvements, but which 
often help carry property until a good price can be 
obtained. For example, the business district has 
extended itself into a residence neighborhood and 
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the land has advanced in value. The purchaser of 
the property for speculation has his mind almost 
entirely on the land, yet for some use he can get a 
steady rent for the residence as long as he chooses 
to leave it there. If the land were wholly unim- 
proved, it would be burdensome to pay taxes and 
get absolutely no return; but if the improvements, 
no matter how poor, produce enough to pay taxes 
and special assessments and no matter how little 
margin, the feeling of the owner of the property is 
comfortable and he is in no uneasy hurry to find a 
purchaser or to improve. These improvements 
are said to "help carry'' the property. There are 
hundreds of such nondescript buildings in all 
cities, and the investor must not allow himself to 
be deceived into any idea of value attaching to 
them except the rents which they will temporarily 
produce. Owners often fail to realize that be- 
cause they have put $25,000.00 into a residence 
in a location which, owing to press of business, 
has ceased to be a fine residence district, it has no 
value as a permanent improvement and is only 
worth a few thousand for the little rent it will pro- 
duce until it is torn down to make way for busi- 
ness houses. The investor, therefore, must always 
ask if the improvement is permanent and final and 
adapted to the best ultimate uses of the property 
for at least twenty years to come. If so, he can 
estimate it at what it would cost to reproduce it. 
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If not, it must be estimated at a few years' rent, 
the probable time which will elapse before proper 
improvements are necessary. 

UNIMPROVED CITY PROPERTY. 

Inexperienced people often make purchases of 
unimproved lots, not for improvement, but for 
purely speculative purposes. As a rule, these pur- 
chases are based on a false idea of what it costs in 
interest, taxes, and special assessments to carry 
unimproved city property, and also on the prob- 
able length of time it will take to effect a sale. 
The burden of special assessments is variable in 
different cities. In Kansas City the property- 
owner pays all street and alley improvements, and 
this is generally true in the West. By "special 
assessments" I refer to grading and paving of 
streets and alleys, sewers, sidewalks, street curb- 
ing, sprinkling, park taxes, etc. 

An actual illustration of the cost of carrying 
low-priced property will perhaps be more easily 
comprehended by the uninitiated. In Kansas 
City, for example, finished residence property in 
an established residence neighborhood ranges 
from $30 to $60 per front foot. By "finished" 
we mean property fronting on a street already 
graded, paved, curbed, sidewalked, and with 
sewers in and trees planted. Perhaps near by is 
offered land still lacking street improvements at 
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$ 15.00 per front foot, and by comparison it looks 
cheap. Let us suppose that our investor selects 
fifty feet and pays $ 750.00 for it. Let us suppose 
he carries it for five years, a period much shorter 
than real estate is generally held before it can be 
sold at a profit. The figures, provided within the 
five years all street improvements are put in, 
would show up about as follows: 

Original cost $ 750.00 

Five years' interest at six per cent 225.00 

General taxes, city, State, and county, 
and school, $10.00 per year for five 

years 50.00 

Paving, 50 feet at $5.00 per foot 250.00 

Curbing, 50 feet at 50 cents per foot 25.00 

Stone sidewalk, $1.00 per running foot . . 50.00 

Sewer, probably about 35.00 

If the improvements were evenly distrib- 
uted as to cost over the five years, 
add two and a half years' interest on 
$410.00 61.50 

Total $1,446.50 

So at the end of five years, if the lot cannot be 
sold at $1,446.50, it is a losing venture. The aver- 
age investor without experience would be amazed 
at the actual cost of unimproved property in inter- 
est and special assessments, if he kept books and 
charged to each lot its own interest, taxes, and 
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special assessments. Most investors do not do 
this, but go on from year to year paying out and 
taking no note of interest; and when a lot is actu- 
ally sold, they often do not know how it would 
have compared with a six per cent investment in 
mortgages or bonds. 

The illustration I have taken was an inside lot. 
What would have been the result if he had bought 
a corner instead? In most cities all street im- 
provements are assessed entirely on abutting own- 
ers, and a corner lot, if 50 feet frontage and 130 
feet in depth, would have to pay for 180 feet off 
curbing, 180 feet of paving, and 180 feet of side- 
walk. I will add here a little personal experience 
of mine which I recently published, entitled "The 
Natural History of a Corner Lot." 

"To the Editor of the Kansas City Times: 

"Some time in 1889 I made a real-estate loan, 
taking as security, among other lots, lot No. 8, in 
block 4, Tullis Park, an addition to Kansas City, 
Mo. Soon after that the taxes and interest were 
in default and I got title by foreclosure about 
1891. This particular lot, outside of taxes, cost 
me about f 600. It is on the northwest corner of 
Locust and Knickerbocker streets, is 39.4 feet 
frontage on Locust Street, by 136.6 feet in depth 
on Knickerbocker; is level, a little above street 
grade, and is physically what would be called an 
ideal residence lot. In 1892 and 1893 the city of 

64 



Westport began its brilliant public improvements 
career, and the first fruit of it, so far as this lot 
was concerned, was three special tax bills, issued 
in 1893, as follows: 

Grading $ 57.34 

Curbing 96.28 

Macadam 178.99 

Total for year 1893 |332.61 

"By this time the real-estate market was badly 
demoralized, and selling was out of the question. 
These improvements were confined wholly to 
Knickerbocker Street, and there remained to be 
put in a sidewalk on Knickerbocker Street, and 
all street improvements on Locust Street, besides 
a possible sewer system. I thought I foresaw 
that the lot was not worth protecting against 
special assessments and general taxes, and I 
promptly decided to abandon it. Since that time 
I have not paid taxes or special assessments on 
the lot, and it is only from time to time that I am 
aroused to the recollection of my erstwhile own- 
ership by service on me of a summons in a special 
tax suit. 

"The other day I happened to pass the lot and 
saw that someone had put a little box house on it, 
probably the holder of title under some special tax 
judgment sale, who, perhaps, vainly hopes to 
thereby keep the lot from running into the assets 
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of the paying company, who have capped the tax- 
bill climax by issuing two paving bills against the 
lot, late in 1897, for ? 518.27 and ? 87.32, respective- 
ly. My future interest in the lot will be to watch 
the contention of the various tax-bill owners for 
possession of the estate, and especially the effect 
the Barber asphalt bills will have when they 
strike the box house. 

"Charges Against the Lot. 
"In order to be exact, I asked the Kansas City 
Land Title Guaranty Company to give me <a list of 
all general taxes and special assessments against 
this lot since 1892, which they have done, and 
which is given below. I also had interest com- 
puted till November 1, 1898, at six per cent, so as 
to see just what it would have cost me in cash 
with an allowance of six per cent per annum on 
the money advanced to have carried the lot to 
the present time. The figures are as follows: 
"Lot 8, Block 4, Tullis Park. 

Taxes. Date of Issue. 

Grading, Oct. '93 . . 
Curbing, Nov. 7, '93 . . . 
Paving, Nov. 14, '93 . . . 
Sdw. rep., Dec. 28, '95. 
Sdw. rep., Feb. 2, '97. . 
Curbing, Nov. 9, '97... 
Paving, Barber, 

Sept. 8, '97 518.27 35.57 553.84 
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Am't. 


Int'st. 


Total. 


f 57.34 


117.66 


| 75.00 


96.28 


28.70 


124.98 


178.99 


53.29 


232.28 


1.48 


30 


1.78 


8.05 


84 


8.89 


20.81 


1.23 


22.04 



Taxes. Date of Issue. Am't. IoVst. TotaL 

Paving, Nov. 16, '97... $ 87.32 $5.05 f 92.37 

Sdw. rep., June 3, '98. . 28.92 72 29.64 

State and co. tax, '92 . . 4.00 1.44 5.44 

State and co. tax, '93 . . 4.39 1.35 5.74 

State and co. tax, '94 . . 2.55 60 3.15 

State and co. tax, 95. . 3.63 65 4.28 

State and co. tax, '96 . . 4.20 50 4.70 

State and co. tax, '97. . 3.48 21 3.69 

City tax, '92 1.00 39 1.39 

City tax, '93 1.00 33 1.33 

City tax, '94 60 16 76 

Pity tax, '95 1.00 21 1.21 

City tax, '96 1.00 15 1.15 

City tax, '97 1.98 18 2.16 

City tax, '98 3.00 09 3.09 

Totals ? 1,029.29 J149.62 $1,178.91 

"It is as transparent as Oliver Twist's soup 
that if I had decided in 1892 to hold and protect 
the property, it would have cost me in cash and 
interest $ 1,178.91 to have carried the lot until the 
present time." 

The reader will notice that there is only a 
plank sidewalk on the long frontage of the lot, 
which is now nearly worthless, and sewers re- 
main to be put in. When the artificial stone side- 
walk is put in on both frontages it will cost $ 170, 
and the sewer will cost about |30, making (200 
to be added to the previous total. 
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This little experience was expensive, but it was 
worth probably all it cost. It completely educated 
me on the subject of special assessments, and I 
graduated on low-priced corner lots. Of course, 
this is an extreme case, and yet I have seen doz- 
ens of corner-lot cottagers literally driven out of 
their homes, their property absolutely confis- 
cated by corner-lot special assessments. 

There are many long stretches of below-grade 
and above-grade property of low value in most 
western cities which were originally not worth 
holding, even if received as a gift. A Kansas City 
friend of mine, who thought himself fortunate in 
owning twelve acres of side-hill land, went east 
one summer to refresh himself on the beach at 
Nahant, and when he came back in the fall, 
the city authorities shoved a $ 5,000.00 sewer bill 
under his nose. I have paid as high as $ 8.00 per 
foot frontage for grading alone in Kansas City. 
Of course, Kansas City is an extreme case for 
grades. As our Nantucket skipper would say of 
the sea, "it is lumpy." 

With higher-priced residence property the pro- 
portion of interest and taxes as compared with the 
lot value in a period of five years is not so great as 
in the instance above given, but the burden is 
heavy. Anyone purchasing a fine hundred feet 
on a corner for a residence, paying $ 6,000 for the 
ground and $ 10,000.00 for his residence, is gener- 
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ally so situated that he will not mind f 500 extra 
on account of paving both streets and the general 
extra expense of maintaining a corner. In the 
case of business property the increased rent more 
than offsets the extra cost of maintaining a corner. 
This would be true of some income residence 
property. What the foregoing was intended par- 
ticularly to illustrate is the excessive special 
burdens on corner lots, and in the case of low- 
priced property a burden that means confiscation. 
In some cities the burden is distributed half-way 
down the square, the corner paying only its pro- 
portion according to frontage of the cost of pav- 
ing the cross-street, which is just and should gen- 
erally be adopted. Unfortunately for corner-lot 
owners, it generally is not thus distributed. 

The main inference to be drawn from the fore- 
going is that unless unimproved property is very 
well bought — in fact, bought for one-third or one- 
half its supposed market value at the time of pur- 
chase, it will probably prove an unprofitable in- 
vestment. Long experience and observation prove 
that unless a lot doubles in value every five years, 
its value will not keep pace with taxes, special as- 
sessments, and interest. Another suggestion is 
that unimproved property must be carried with a 
strong hamd. The holder of merchandise and 
grain, if he desires to suddenly convert his stock 
into cash, has only to let the street know of a re- 
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duction of ten or twenty per cent and a few weeks 
sees a conversion into cash. Not so with unim- 
proved real estate. There is no fixed market 
value. It is a matter of vague opinion. If 
you have lots costing you originally (15.00 per 
front foot and interest and taxes have brought up 
their cost to $25.00 per front foot, if it should 
suddenly occur to you that you cannot longer 
carry these lots and you start out to realize on 
them, you will find that offering these lots at 
$ 20.00 or even $ 15.00 per foot may not find a pur- 
chaser. It seems cheap to the owner, but the 
trouble is to find anyone wanting them at any 
price. The usual purchaser of real estate at a fair 
price is someone who has saved money to buy a lot 
to build upon for a certain purpose. When this 
sum is saved, he is in the market for the cheapest 
lot that will serve his purpose. If for a home, he 
buys the cheapest lot offered in the neighborhood 
he has selected. If it is a year sooner or later than 
the date you find it necessary to offer your hold- 
ings, it does not help you any. So, as a rule, 
speculators pure and simple are the only cus- 
tomers you will have if you attempt a forced con- 
version, and they will offer you perhaps one-half 
the cost of your property, taking chances of get- 
ting a fair price before interest and taxes would 
carry the lot beyond the market price. This does 
not apply so strongly to improved income prop- 
erty as to unimproved lots, but in a great degree to 
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all forms of real property. You can ship dry 
goods, hardware, grain, or other movable com- 
modities from town to town until you find a buyer, 
but not so real estate. Its purchasers either live 
close to the real estate or are interested in other 
near property, and so, if the general market at the 
time is depressed, then there are absolutely no 
buyers and the lots cannot be sent elsewhere for 

a market. 

RETAIL PROPERTY. 

This may be subdivided into about three 
classes. The first is the strictly first-rate retail 
property, which commands the highest rental of 
any city property. Its area is very narrowly lim- 
ited in all cities. In Kansas City it is confined to 
three squares on Main Street and two squares on 
Walnut Street. The fortunate owners of this 
class of property are the envy of the whole city. 
The location of the best retail property appears to 
be quite capricious. In growing cities no one can 
with absolute certainty predict what will be the 
most desirable retail property a decade hence. In 
Kansas City, for example, twenty-five years ago 
Eighth and Main was the extreme southern limit 
of the first-class retail property. The best retail 
location is now three squares south of this point, 
and what was then the very finest is now distinct- 
ly second class. This shifting of retail centers is 
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more marked in new than in old cities. Yet even 
in New York and Philadelphia great changes have 
taken place during the past thirty years. Some- 
times the fine retail stores will gradually creep 
along one street to a certain point, and then a 
dead-line seems to develop, across which it takes 
years for the best business to pass. Retail stores 
may suddenly develop on a cross-street at the ex- 
pense of any further development along the main 
retail streets. In this way it is difficult to antici- 
pate even by one square the growth of retail prop- 
erty in any direction. Notwithstanding this shift- 
ing of centers in retail property, the very best 
sells at very high prices, and the value is deter- 
mined by capitalizing the net income at a rate of 
interest nearly as low as the rate of the best 
municipal bonds. The change of retail centers is 
so slow that the investor is pretty sure of ten to 
twenty years of steady rents if he buys estab- 
lished property, and the purchaser is generally 
ready to take chances of such a change as will 
reduce his rents. Often the increase of the gen- 
eral business of a city is so great that second-class 
property rents as high as the strictly first-class 
did ten or twenty years previously, and so the 
investment still proves satisfactory, even if it has 
lost its rank compared with the very choicest 
locations. 

In cities of 150,000 and upwards there is a 
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large area of retail property which is distinctly 
second- or third-class. The best of this is small 
stores close to and fading out, as it were, from the 
very finest retail establishments. These are sure 
of tenants and are good investments as a rule. 
Their future often depends on which side of the 
retail center they happen to lie. If in the direc- 
tion in which the retail center is moving, then 
their tendency is to become more valuable and 
possibly they may become first-class. If on the 
other side of the retail center, their value is stead- 
ily diminishing, unless made up by the general 
growth of the city. 

While jobbing and manufacturing property 
and second-rate retail property on cross-streets 
are constantly tending, on account of new build- 
ings, to be in over-supply, this cannot obtain with 
strictly fancy retail property. There are certain 
points on certain streets where men and women 
do most congregate for shopping, and you may 
vainly build a dozen stores one square distant 
and fail to get a tenant at any price. The expe- 
rienced merchant often finds it better to pay 
$ 5,000.00 per year for a front in the best retail 
district rather than occupy rent free a front a 
few hundred feet distant. 

There are no vacancies in the best retail prop- 
erty. As soon as one merchant retires or fails, 
others are competing for a new lease. The re- 
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turns are as sure as interest on a Government 
bond as long as it remains strictly first-class. 
The collection of rent is easy, the repairs nom- 
inal and often undertaken by the tenant for the 
term of the lease. 

The lower grades of retail property are sub- 
ject to over-supply, especially on long thorough- 
fares and cross-streets. A good example of over- 
supply was seen on Street in Kansas City, Mo. 

About fifteen years ago a few stores on the street, 
largely on account of trade with, farmers who 
came to the city from a large country district, did 
a good business and paid good rents. Thereupon 
a building craze developed and store biuldings 
were built upon the street literally by the hun- 
dred, destroying the rental value of both old and 
new store-rooms for years. Under such circum- 
stances the buildings are not worth the material 
in them and the whole investment is a failure. 
This was an extreme case, but shows what can be 
done when loan companies are ready to furnish 
the money. As a rule, however, such small stores 
with living-rooms overhead are only built as re- 
quired, and are a well-paying investment as com- 
pared with most city properties. The rooms 
above always rent well and often produce as 
much rent as the store-room. These properties in 
a general way compare favorably with the best 
income residence property. The outlay for re- 

74 



pairs is comparatively small, the requirements of 
the tenants are of a low order, and change of ten- 
ants, as a rule, is much less frequent than in 
small residence properties. 

As a general proposition, the finest retail prop- 
erty in all cities will be most sought for and will 
sell for relatively higher prices proportioned to 
net annual returns than any other class of city 
property, notwithstanding the accidents which 
may overtake it in the moving of retail centers, 
and all retail property in cities, as a rule, ranks 
high in attractiveness to investors compared with 
other classes of income property. 

SUBURBAN PROPERTY. 

In suburban property we have to deal with two 
classes: open, undeveloped lands, and lands which 
have been subdivided, developed by grading, gas, 
water, and paving, and improved or on the mar- 
ket as lots. These outlying undeveloped lands are 
investment property pure and simple. They are 
held by speculators until the growth of the city 
brings it into demand for use. Up to this time 
it is properly called speculative-investment prop- 
erty. As soon as the price has so far advanced 
that the speculator plats it and sells it in lots and 
it is improved and used for homes, it ceases to 
be speculative-investment property and becomes 
a subdivision of fancy residence, which rarely 
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brings any satisfactory returns to the owner ex- 
cept so long as he occupies it as a suburban home. 
If he desires to sell for any reason, it is generally 
only at a sacrifice, and if it is leased, it pays a 
very poor return. In this respect it much resem- 
bles country-town property. The tendency as 
soon as one suburb is platted to open up others 
beyond is a strong leveling force, which often re- 
sults in holding the price of suburban lots down 
to the original price at which they were sold when 
the subdivided tract was first thrown open to the 
market. In fact, very often these subdivisions 
sell higher when first opened than afterwards, 
unless they are guarded by restrictions and pro- 
tected from the encroachments of factories, gro- 
cery stores, or other detracting influences. Great 
care must be taken to maintain a suburb by tree- 
planting, paving, parks, and building restrictions 
and the like, and even then a large territory must 
be controlled by an investor, or the restrictions 
and care taken to maintain an elegant standard 
of improvements in one or two squares will be 
largely neutralized by some adjoining owners, 
who throw down the bars and sell right and left, 
permitting all manner of shanties and unsightly 
improvements. But often these newly platted 
additions are all sold out in a short time by the 
proprietors, and then they do not care what be- 
comes of the standard of improvements. Those 
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looking for a choice suburban neighborhood 
should first examine the character of the restric- 
tions, whether they run with all the land so that 
they cannot be waived by the former proprietor 
after parting with the title, and should also con- 
sider the area covered by the restrictions and see 
if it is broad enough to protect the neighborhood. 

Unimproved suburban property for purely 
speculative purposes is one of the most attractive 
forms of real property not yielding an income. It 
is free from city taxes and special assessments if 
outside of city limits, and this is particularly de- 
sirable. The tendency of urban population to in- 
crease abnormally fast renders it certain that 
sooner or later a fine return on judicious invest- 
ments will be realized. In 1880 only twenty-two 
per cent of the total population of the United 
States was to be found in the cities, and in 1890 
there was twenty-nine per cent. But the investor 
in suburban lands must not be in a hurry. He 
must invest for himself, his heirs and administra- 
tors, but he may look forward with great certainty 
to one of the three reaping a rich reward. Thou- 
sands of fine fortunes have been made in this 
class of investment near all oiur large cities. 
There often occur long periods of depression, 
when these lands are a burden and cannot be 
sold except at a nominal price. It is in such 
periods that the wise investor picks up choice sub- 
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urban acres. In these periods the expansive 
growth of cities is slow, but when the reaction sets 
in and business becomes normal, the phenomenal 
urban growth again sets in and one tract after 
another becomes ready for the market and is sub- 
divided into lots and blocks. 

COUNTRY-TOWN PROPERTY. 

In order to make the classification complete, 
country-town property may be mentioned. The 
less said about it the better. Country towns are 
generally over-built. Very few people are em- 
ployed at liberal salaries so they can afford to pay 
a fair rent for a good class of residences. Unim- 
proved lots are so cheap that there is a strong 
tendency to build unnecessary structures for busi- 
ness and residence purposes. If one buys or builds 
in a country town, let him buy or build with the 
expectation of a permanent investment. A great 
drawback to country-town property is its absolute 
unsalability. It must, as a rule, be offered at one- 
half actual cost of improvements to attract a pur- 
chaser. The only way is to hang on and get the 
best rents you can, or trade it with cash for some- 
thing better. Often a village depends on a mill or 
some special industry. If this special line of bus- 
iness is discontinued, then the abandoned houses 
make the village look like a cemetery. There is 
no new enterprise ready to use the plant of the 
old, as is the case in large cities. 



This general criticism applies to villages and 
often to small cities up to several thousand inhab- 
itants. It also applies to larger cities which have 
ceased to grow and have reached practically 
stationary populations. 

THE "BOOM" OF 1885-8. 

Some reference should be made to the real- 
estate speculative craze which ruled Western 
cities from about 1884 to 1888. This was not a 
period of legitimate real-estate investment Few 
bought city lots with the expectation of improv- 
ing them for income or even holding them for more 
than a few months. The rise in values was so 
rapid that a handsome profit was expected within 
three or six months by re-selling. No examina- 
tion was made of the uses to which the property 
could be put if improved. Often the advance was 
so rapid that a profit of twenty-five per cent was 
realized by selling the contract of purchase before 
the thirty days had elapsed usually allowed for 
furnishing abstracts and closing sales by deed. 
This began about 1884, and by the fall of 1886 the 
fun was fast and furious. Speculators rushed 
into Kansas City and the other western cities by 
scores and bought right and left. Sometimes two 
or three agents would sell the same piece of ground 
the same day and even the same hour of the day, 
and the question of priority was often a matter of 
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minutes. When a man found that two others also 
wanted his purchase at the same price, he was then 
very sure it was a bargain and insisted on his con- 
tract rights. Most of these excited purchasers did 
not know any more about the science of real-estate 
investment than they did about tuning a piano or 
making a watch, or anything else which they had 
never learned or thought about. The purchases 
were made in the belief that someone would soon 
come along and buy at an advance before the 
deferred payments became due. The usual terms 
of purchase were one-third cash and remainder in 
two equal annual payments. The purchaser well 
knew that if a year rolled around without making 
a sale, his first payment would be forfeited, as he 
had no capital to back up his purchase. This was 
gambling on futures pure and simple, and was no 
more closely allied to legitimate and carefully con- 
sidered real-estate investment than are the opera- 
tions of the wheat pit. Of course the time came 
at last when "the wayfaring man, though a fool," 
could see that the end had come. Everybody tried 
to unload, and the grand collapse of real-estate 
values extending from 1888 to nearly the present 
time began. The misfortunes which overcame so 
many speculators who dabbled in real estate were 
so great and conspicuous that public opinion 
drifted into a corresponding depression of fear and 
conservatism. Men were not only afraid to buy 
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good productive and well-established income prop- 
erty, but even local loaners locked up their money 
in safe deposit vaults, afraid to loan fifty per cent 
of the abnormally low values which prevailed five 
years after the collapsed "boom." 

REAL ESTATE IN COMPARISON WITH 
OTHER FORMS OP INVESTMENT. 

As against Government, State, and the highest 
class of municipal bonds, there is no argument in 
favor of real-estate investments except a general 
promise that, if they are well selected and well 
managed, they will be productive of a higher 
rate of interest. It looks as though Government 
bonds, exempt as they are from taxation, would 
soon earn the investor only one and one-half to 
two per cent. Investors who put their money 
into municipal bonds on a basis of four per cent 
generally become tax-dodgers, else they do not 
get over two or two and a half per cent net on 
their investments. Such bonds may be bought 
often which have a long time to run and are 
safely handled. Real estate may be entailed; that 
is, conveyed or devised to a child for life with 
remainder in fee over to unborn children. This 
to many families which count much upon the ad- 
vantages and dignity of large landed estates is a 
very important consideration. 

In comparison with most railway stocks and 
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bonds, all so-called industrials, bank stock, shares 
in mercantile institutions, street railways, gas, 
water, and all that class of securities, real estate is 
permanent, safe, and satisfactory. This does not 
mean that there are not good railway, industrial, 
and other bonds in the classes named, but the 
danger of getting worthless stuff by the inexperi- 
enced investor is very great, and it requires good 
opportunities and long experience to feel absolute- 
ly sure-footed in such investments. For everv arm- 
ful of sound, honest, legitimate, and safe bonds 
and stocks which were floated during the last ten 
years there were cords and car-loads of dishonest, 
unsafe, and absolutely worthless driftwood and 
rubbish worked off on a gullible public which 
thought everything good that was engraved on a 
big sheet in high colors and looked like some kind 
of Government bond. One man is reported to have 
papered his bedroom with such, so as to be re- 
minded every morning when he opened his eyes of 
the great uncertainty of "dead sure things'' in 
stocks and bonds. 

As a general proposition, no prudent man will 
buy stocks or bonds in any industrial, commercial, 
or railroad venture unless he knows well the men 
who direct it and are likely to direct the enterprise 
for ten years to come. Large investors may go 
into the market and by buying and selling on the 
ups and downs of the market make much money, 
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which someone else always loses, but this is not 
the permanent investor I have in mind when com- 
paring real estate with other investments. 

The really strong point of real estate is the fact 
that if permanently invested for income, the fund 
escapes the dangers, errors, and frauds of re- 
investment for all time. I have in mind in Kan- 
sas City, a young city, brick houses and store- 
rooms built by the father, who enjoyed them for 
his lifetime, and the income of which now sup- 
ports his children, who have wisely not disturbed 
the original investment. In the older eastern 
cities such property may be found which for an 
hundred years has produced a satisfactory reve- 
nue. The danger of leaving money loaned out at 
interest to inexperienced children is in the fact 
that loans are rarely made for more than three or 
five years, and then re-investment is necessary. It 
may then be lost in a broken bank, it may be in- 
vested in a mortgage with a bad title, it may be 
put in municipal bonds at a high premium where- 
in the municipality has reserved the right to 
refund, and then the premium may be wholly 
lost; it may be invested in badly selected specu- 
lative real estate which declines instead of ad- 
vances in value. In fact, almost anything may 
be done with the money which the experienced 
and prudent ancestor would not for a moment 
have considered as safe or desirable If this 
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fund had been left in the shape of moderate- 
priced substantial brick residences, built for in- 
come, there would have been no temptation to 
sell them and re-invest the proceeds, but the 
child, nine times out of ten, would have recognized 
the impertinence of doubting the wisdom of the 
ancestor and would have continued to enjoy the 
income of the property without changing the form 
of the investment. 

In comparing real-estate investments with 
other classes of investment, the comparison must 
,be made with such investments as an entire class. 
For example, it would not be scientific to compare 
third-class residence property with Government 
bonds, but rather the very best retail and residence 
property with Government bonds. False compar- 
isons may be instituted by selecting poor invest- 
ments of one class with the best of another. 

The very fact that the best stocks and bonds 
are easily convertible and are good collateral for a 
loan of nearly their full value is a dangerous 
quality except in experienced hands. A person 
with a patrimony in municipal bonds would often 
cash and use the principal when they would not 
sell a house and use its proceeds. It could be done 
easily and on the impulse of the moment, when if 
time were required, as in mortgaging or selling 
real estate, second thought would often lead to 
the determination not to take step. 
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So even if real estate in the best forms of in- 
come property should produce only as much as 
mortgages and bonds and with more trouble and 
care, yet it has an element of stability and inertia 
which is a very valuable preservative force with 
the uninitiated. This very fact of slow converti- 
bility of real estate compared with mortgages and 
bonds, while am apparent drawback to the experi- 
enced investor, becomes a strong argument in its 
favor when the ancestor is looking for forms of in- 
vestment which will be safest in the hands of his 
inexperienced heirs when his wise oversight is cut 
off by death. 

GROWTH OF URBAN POPULATION AND 

WEALTH. 

An element of value which must not be over- 
looked in estimating the future of city and sub- 
urban property is the modern tendency of urban 
population to increase abnormally fast in propor- 
tion to the rest of the country. As hereinbefore 
stated, in 1880 only twenty-two per cent of the 
total population of the United States was in 
cities, and in 1889 there was twenty-nine per cent. 
This increase may be suspended over certain years 
of financial depression, but over a period of fif- 
teen or twenty years it can be counted upon 
as a sure law of growth. So while there are 
many drawbacks to city investments, here we 
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have one factor steadily at work which will 
compensate for many such. This growth is 
not the same in all cities, but the investor is cau- 
tioned that if, upon inquiry, the growth in the 
population of any city he is considering is not ap- 
preciably greater than the growth of the country 
at large, there is something wrong with the city, 
and, unless the cause of such stunted growth is 
found to spring from some temporary condition, 
such a city should be avoided. Increase of wealth 
also has a tendency to enhance both city and sub- 
urban values. As men accumulate more capital 
than is needed to be actively used in business they 
invest in attractive-looking property near them, 
and also tend more and more to seek suburbs for 
residences on account of quiet, natural beauty, 
room, cleanliness, and general comfort. This last 
phase is especially true in the West, which is a 
bituminous coal country and which has a soil 
that quickly pulverizes into a light, drifting dust, 
almost unknown in sandy and gravelly countries. 
So the investor in western city and suburban 
property can count on these two general tenden- 
cies to pull his real-estate investments, both city 
and suburban, to the right side of the ledger bal- 
ance; to- wit, great increase of population and 
rapid accumulation of surplus wealth in these 
cities, which naturally seeks almost the only form 
of investment in sight. 
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PREPARATORY KNOWLEDGE. 

There is this curious feature about real-estate 
investment. It is the one great and evenly distrib- 
uted forni of wealth in which everybody, if able, 
is always supposed to invest sooner or later; and 
yet, nine times out of ten, purchases are made, in- 
volving perhaps the whole savings of a lifetime, 
without the buyer ever having given a month, a 
week, or a day to a careful consideration of the 
general and obvious principles which should con- 
trol such purchases. If a father expects to start 
a boy in the business of manufacturing paints or 
plows, he considers it necessary for him to go for 
a few years into some plant already organized, to 
learn the details and general principles of the busi- 
ness, before he feels like advancing him five or ten 
thousand dollars to go into the business on his own 
account. Yet the same father, perhaps, who has 
made his money as a cattle-raiser, will begin 
throwing his surplus capital into real estate with- 
out ever having devoted a month's time to famil- 
iarizing himself with the most obvious character- 
istics of that class of capitalized wealth. It prob- 
ably grows out of the fact that everybody all his 
life sees real estate in all forms all around him, and 
consequently imagines he knows a good deal about 
it. Because he has paid rent all his life he imag- 
ines he knows a good deal about rents. A little 
questioning, however, will develop the fact that 
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he cannot estimate within twenty-five per cent 
the net income of property when he is given the 
price at which the property rents when occupied. 
When he pays his landlord (30.00 for a month's 
rent his mind immediately jumps to $360.00 per 
year, which he also easily figures as six per cent 
per annum on $6,000.00. This is what the prompt- 
paying tenant sees. The landlord sees other 
things, such as taxes, special assessments, insur- 
ance, repairs, vacancies between tenants, bad ten- 
ants, cost of collection, costs and attorneys' fees 
for evictions, possibilities of deterioration of char- 
acter of neighborhood causing lower rents; show- 
ing that the tenant, who had occupied the property 
and paid rent for years, knew only one thing about 
it, while the landlord, who had rarely seen it, knew 
a dozen other things quite as necessary to help one 
to arrive at a true value of the property considered 
as a source of income or as security for a loan of 
money. 

INVESTMENT AREA. 

A common mistake of investors in real estate 
and in real-estate securities is to scatter their in- 
vestments in too many directions. If, for example, 
an eastern loaner find there is not sufficient out- 
let at home for money at satisfactory rates, it is 
perfectly legitimate and proper for him to loan in 
the West; but, instead of buying farm mortgages 
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in Ohio, Iowa, Kansas, Missouri, and Texas, it were 
much better if he selected some limited district 
likely to employ his money and confine his invest- 
ments to as small an area as possible. Suppose, 
for example, one seeking employment for $100,000 
were to select five contiguous Missouri counties, 
including Jackson County, in which Kansas City 
is located. A week's time spent in the five coun- 
ties in a general preliminary survey would give 
him an excellent knowledge of the character of 
improvements, soil, convertibility, rental value, 
and range of prices of all grades of farm lands. 
Then let him select his attorney in each county 
seat (who might also be a person who could advise 
as to value of security, and his appraisers), and 
then he is prepared to accept applications and 
(even at a distance) feel a high degree of certainty 
about his investments. As a check on his invest- 
ments, once in two or three years he could well 
afford to travel across the United States and spend 
a week viewing the loans he had already made. 
After a time he would soon learn what agent of- 
fered the best loans, and I have yet to hear of a 
man who has shown a little personal attention to 
farm investments who ever lost a dollar. 

But suppose he had bought forty mortgages in 
five States, never having seen agents or attorneys. 
It is a great expense and waste of time to hunt 
them up in case of default, and a general sense of 
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insecurity exists until he sees his money again. 
So, too, if he invest in a western city, let him 
select his city, study it, carefully select his agents, 
appraisers, and attorneys, and most of his troubles 
are avoided. The failure of western mortgage 
companies was caused by scattering over too large 
an area and not exercising sufficient care in agents 
and appraisers and not studying carefully the ter- 
ritory covered. So, too, in purchasing real estate 
for investment, a half million of property in one or 
two districts where it can be given occasional per- 
sonal supervision of the owner is to be preferred to 
a million dollars scattered from Maine to Texas. 

ACCIDENTS TO REAL ESTATE. 

By "accidents" we refer to the unexpected, 
which so often appears on the scene and detracts 
from the value of a particular piece of property. 
Let us take the various classes of landed property 
in the order originally mentioned. The so-called 
mineral lands are as a class so worthless that no 
conceivable upheaval of Nature or intervention 
of man could possibly affect them injuriously. 
Timbered lands, as already suggested, are subject 
to forest fires and timber-thieves. They are also 
subject to the change of fashion in finishing lum- 
ber and also to the opening up of distant forests by 
long railway lines, which by low freights keep the 
price of lumber so low that the ripe time for 
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marketing the timber is postponed twenty or forty 
years beyond what might reasonably have been 
expected when the purchase was made. Coming 
to farm lands, we sometimes have a fertile valley 
inundated by an extraordinary cloud-burst, which 
not only destroys the crop of that season, but per- 
haps takes away one-third of the selling value of 
the farms in the overflow district, even though 
such an accident had not before occurred in twenty 
years and would not probably occur again for 
twenty years to come. There are large areas of 
bottom lands in the Mississippi and Missouri val- 
leys where such overflows are comparatively fre- 
quent, probably once in from three to ten years. 
Leases are entered into conditioned that in case of 
overflow the area damaged shall be deducted pro 
rata from the annual rent. As these overflows 
always seriously affect the selling value of all such 
lands as compared with contiguous lands not sub- 
ject to such accidents, the first question the in- 
vestor must investigate in the matter of bottom 
lands is the question of overflow. Otherwise, 
fertile bottom lands may seem much cheaper and 
more desirable than they really are and purchases 
may be made at a figure far above their real value. 
Another feature of bottom lands bordering on riv- 
ers, and especially so on the Missouri River, is the 
constant shifting of the course of the river in its 
soft alluvial bed. I know by observation and au- 
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thentic hearsay of hundreds of fine farms which 
have literally dropped into the river, the bed some- 
times shifting two miles in twenty years. Some- 
times the shore owner opposite gains by accretion 
an equivalent of what has fallen into the river. 
While this maintains the total area of land in the 
valley, it is poor consolation to the man who has 
seen his farm float off into the water. Fire some- 
times sweeps a thousand acres of standing corn in 
our dry early western fall weather. Sometimes 
the burning of weeds in a young orchard ruins the 
trees. Another serious accident is an occasional 
drought, which dries up the springs, ponds, and 
streams, when the farmer is forced to sell his stock 
at once or handle it at great expense and probably 
loss for a season. This happens occasionally in 
most prairie countries. So far, however, as farm 
lands are concerned, barring the overflow and 
river accidents already mentioned, they are prac- 
tically indestructible and are less subject to acci- 
dent than most other forms of real estate. 

Grazing lands rank higher even than farm 
lands in their general exemption from special mis- 
fortune. If there is any bad luck to these lands, it 
is long-continued drought. This is rare, and these 
lands, as a rule, year after year furnish the same 
forage. They and their crop are proof against any 
caprices of weather, and rain, snow, and cyclone 
have no power to diminish their productiveness. 
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Ranchers have their troubles. Cattle-thieves are 
the most constant and cattle diseases sometimes 
appear, but these are not accidents affecting the 
land, but rather accidents to the rancher. I may 
be allowed to remark right here parenthetically 
that while I am naming accidents to various 
kinds of real estate, I am not oblivious to the fact 
that there is no business on earth that does not 
have its troubles and accidents, unless possibly it 
may be that of clipping coupons off Government 
bonds, an occupation in which, unfortunately, I 
have never enjoyed an experience. While I am 
enumerating a long list of real-estate accidents, I 
may also add that I shall in conclusion have much 
to say in favor of real estate as a legitimate invest- 
ment on account of its high degree of certainty and 
stability. I have interjected this here, which will 
also be found in a later summary, because the gen- 
eral reader rarely reads a book entirely through, 
and I have no reason to think my readers will be 
an exception, and so I have sprinkled a few words 
of encouragement in this otherwise quite forbid- 
ding chapter of accidents: 

In city property we have already referred to 
some misfortunes which overtake some kinds of 
city property. The finest retail property may be 
deflected from one location to another by changes 
in street-car lines. For example, the location of 
the cable lines on Walnut Street in Kansas City, 
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Missouri, concentrating all the car-line travel of 
the Westport, Fifteenth Street, and Holmes Street 
lines on Walnut Street north of Thirteenth, had 
much to do with the diversion of much of the 
North Main Street retail trade to Walnut Street. 
Cable lines are not easily movable, but not so 
electric railways, and the present tendency to 
convert cables into electrics will render changes 
of street-car systems easily practicable, and often 
retail centers will be influenced by such changes. 
Some of the dangers to wholesale and manu- 
facturing property have been mentioned. Fancy 
residence property is liable to many more dan- 
gers than those already enumerated. The cor- 
ner retail store, the corner saloon, the colored set- 
tlement in the immediate neighborhood, the build- 
ing of a new suburb which is recognized as more 
up-to-date, more modern, more aristocratic, more 
splendid than the old; the abandonment of some 
fine houses in a neighborhood to base uses, such 
as rooming, boarding, Keeley cures, and adver- 
tising doctors, because they will bring more rent 
for such uses than for private residences; the ten- 
dency often of the most wealthy citizen to go into 
the suburbs so as to have more spacious grounds; 
these and other prejudicial influences often in a 
decade transform a select residence street in a 
growing city into decidedly second-class and very 
unsalable and unprofitable property. Medium 



and low-class residence property is sometimes pre- 
judiced very much by the same causes, but, if it is 
properly built for income property, it will often 
continue to rent for the same amount per annum, 
even though the neighborhood has degenerated 
from highly respectable to disreputable. Hotel 
property is constantly exposed to the danger of 
over-building. Whenever in a young growing city 
a fine hotel is built, it generally absolutely emp- 
ties and destroys the value of two or three old 
smaller houses. There is no safety in hotel prop- 
erty unless it is built fine enough to still remain 
first-class against all possible new structures. No 
energy of management or added capital can to any 
great degree increase the ordinary volume of travel 
upon which a hotel must depend for support. 
Every unnecessary added house further subdivides 
a constant volume of business, and too many good 
hotels may destroy the value of all. There is also 
a fatal charm about the idea of owning a big hotel 
which leads many men, notwithstanding the hotel 
wreckage scattered over the country, to build ho- 
tels to further subdivide a business already paying 
poor returns to existing investments. This is to 
some degree true of theaters and opera houses. 
There is this difference, however, that theaters are 
not necessarily open and running at great expense 
when not making money. A hotel, once opened, 
incurs certain fixed running expenses which can- 
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not be avoided or modified, and to close the house 
is a public declaration that it is a failure and does 
indirectly an injury to the property which it will 
take years to overcome when the house is again 
opened. 

Office building property as a class is open to 
quite another danger. A fine illustration was 
realized in Kansas City some years ago. Several 
hundred thousand dollars had been invested in 
respectable office buildings of from four to six 
stories which had always been well filled at paying 
rates. The owners congratulated themselves on 
what appeared to promise a permanent and satis- 
factory investment. They knew other office build- 
ings would probably be built, but supposed they 
would be built as needed by other citizens of mod- 
erate fortunes, and so did not fear harmful com- 
petition. But what the highest wisdom could not 
have predicted happened. The great insurance 
corporations of the East got an office building 
craze, and it so happened that the New York Life 
selected Kansas City as a fit place for such a build- 
ing. This company had millions of capital at its 
command and it resulted in a magnificent struct- 
ure, nearly equal in capacity to all the old office 
buildings in the city. It also happened that about 
the time this building was finished, owing to a gen- 
eral business depression, there was less demand for 
offices than before. The result of the opening of 
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this royal ten-storied structure was that it literal- 
ly swallowed up the tenants of a dozen old office 
buildings which had hitherto enjoyed great popu- 
larity. The new structure was a glory to the city, 
but was a crushing blow to many unfortunate in- 
vestors in smaller buildings. Fine buildings were 
closed, not having enough remaining tenants to 
pay the cost of operating the elevators. There 
would now appear to be no safety in building an 
office building unless it be so fine and so large 
that it will be impossible to relegate it to a second- 
class position by the building of other large mod- 
ern structures. 

PERMANENT CHARACTER. 

In considering real-estate investment, its true 
nature and function should be borne in mind. The 
experienced speculator who treats real property as 
a commodity, who buys cheap and sells at the first 
opportunity which will yield a profit, ignores the 
best qualities of real estate considered as a legiti- 
mate investment. In the West most investors in 
lands have in mind its rise in value and a sale at a 
profit. Not so the older and wealthier investors of 
the East and in England. There lands are bought 
for the family, are bought to be handed down for 
generations. Sometimes eastern families move 
west and make such investments. Their western 
neighbors are surprised that they will fix no price 
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on their lands, that they will not part with them 
even when offered a handsome profit. This is the 
true attitude of the purchaser. He should buy 
where the lands and profits can be enjoyed and 
managed by descendants, and not buy here and 
thereat random, hoping at some future time to con- 
vert these scattered properties and make a perma- 
nent investment for the family in a convenient 
location. Real estate is often for years inconvert- 
ible. Human life is uncertain, and the investment 
unless made for speculation pure and simple with 
full knowledge of all the risks of speculative in- 
vestment, should be made where and in a form 
which will be a desirable inheritance. If you are 
a speculator, take your chances, and don't grumble 
if you don't succeed. Otherwise, invest in such 
lands and properties as you think would be best 
to hand down to your descendants for income from 
generation to generation. This may not apply to 
a residence built as a luxury, or to a mill built to 
make a fortune, but rather applies to the regular 
investment of surplus wealth which will probably 
descend to the next generation. 

THE PROPORTION OF UNIMPROVED TO 
IMPROVED CITY PROPERTY. 

It is desirable that the unimproved property of 
an estate be limited to a small fraction of the whole 
estate. That is, buy improved finished property or 
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buy only what unimproved property you can im- 
prove soon, so as not to have on hand too much 
tax-eating, non-productive property. Often taxes 
will use up an entire estate of unimproved city 
property in a few years if it happen to be in a 
period of depression when part of the property 
cannot be sold to improve the remainder, or money 
borrowed to improve to advantage. 

THE SAFEST FORMS OF REAL-ESTATE 

INVESTMENT. 

From a loaner's point of view, I would consider 
farm loans in the Missouri and Mississippi valleys 
the absolutely safest form of mortgage security. 
For the purchaser looking toward a steady income, 
if a small fortune of ten, twenty, or thirty thousand 
dollars were to be invested, I would say that the 
absolutely safest form of investment would be 
such farms; yet there are excellent reasons why it 
is preferable to buy well-selected single brick res- 
idences or double detached or small double de- 
tached brick flats in western cities of 50,000 peo- 
ple or over. These houses should be economically 
built. Every useless expensive ornament should 
be dispensed with, and the beauty of the structure 
should depend largely upon the apparent economy 
and simplicity of the design, making utility the 
test of external outline and internal finish. The 
improvements should be well built, but absolutely 
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free from useless or meretricious ornamentation. 
In the investment of a large fortune it would be 
safe to divide the investment between residence 
and retail business property. If a fortune were 
very large, wholesale property might be included 
for a portion of the investment. In real-estate pur- 
chase for income, farms are not to be recommended 
on account of difficulty of successful management 
The average investor is not a farmer and is not 
skilled in selecting desirable tenants. As security 
for money loaned, I am inclined to put farms as 
absolutely the safest form of investment and su- 
perior to the class of residence property men- 
tioned, because it does not stand on insurance and 
is almost beyond injury from neglect. Yet, on the 
other hand, residence property is much more easily 
managed by the inexperienced than scattered 
farms, and with ordinary care concerning repairs 
and taxes it may be considered as possessing a 
sufficiently high degree of safety to be perfectly 
satisfactory. There is danger of putting a small 
fortune in one piece of property. For example, 
suppose |30,000.00, an entire fortune, had been in- 
vested fifteen years ago in one front at a certain 

point on Street, Kansas City, Missouri. At 

that time the property was considered almost the 
best in the city. It would have rented at $2,400.00 
per annum. Since that time rents have gone as 
low as f 1,000.00 per year, and for months at a time 
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fronts were vacant. A front there now is perhaps 
worth |12,000.00. No such risk would have been 
run in a purchase of well-selected income resi- 
dence property. Six small brick residences, cost- 
ing $ 5,000 each, might have shown some reduction 
of rent, but the general result of the investment 
would have been evenly satisfactory over a long 
term of years. In other words, business centers 
may move and destroy the value of business prop- 
erty, but residences built for income in various 
parts of the city are not subject to such dangers. 
These suggestions are for the very inexperienced. 
Of course, persons will be pointed out who bought 
business property which quadrupled in value, 
but if so, I can also point out those who bought 
business property which shrank to one-fourth its 
former value. If a large fortune is invested in a 
dozen retail and wholesale business houses, so that 
the losses on one block will be compensated by the 
advances on another, well and good; but if the in- 
vestment is to be made either in one business 
house or in several small residences, then the resi- 
dence property is the surest to remain unaffected 
by various possible changes of business centers 
constantly going on in cities. 

To the experienced and wise investor there are 
good things to be picked up and money to be made 
in all classes of real estate, but, until you are sure 
that you are wise and experienced, stick close to 
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medium- or small-sized brick residences in large 
cities, or invest in part in such residence and 
in part in retail and wholesale business property. 
Persons of large estates will be equally safe in 
wholesale and retail business property, as they can 
so scatter their investments in the same city as not 
to be much affected by any shifting of business 
centers. It will then be scientific to buy only busi- 
ness property, and more satisfactory, as it will be 
so much easier to manage the collection of rents 
and repairs, the general control of such property 
being attended with much less annoyance than is 
that of residence property. 

THE MORTGAGEE'S POINT OF VIEW. 

Foreclosure Laws. 

The first question usually asked by a money- 
loaner is, What are your foreclosure laws? If, as 
in the State of Missouri, they are simple, so that 
the mortgagee can foreclose with small expense 
and get possession in a few months, these condi- 
tions naturally attract the attention of investors, 
and money is offered more freely, at lower rates, 
and on a less security margin than in Kansas, for 
example, where the foreclosure proceedings have 
been made slow and expensive. No doubt the 
legislators in Kansas thought that by making fore- 
closure expensive and dilatory they were favoring 
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the mortgagor. If in default, he can not be fore- 
closed and ousted within two or three years. This 
had that effect on existing mortgages, but it also 
had the effect of making new loans and extension 
of old loans difficult. Loaners naturally left a 
State where the laws apparently connived at de- 
fault and delay in the foreclosure proceedings, 
and suggested by their tenor that the money- 
loaner was a shark who was lying in wait to gob- 
ble up the security and loaned his money not for 
interest and income, but rather as an agency to 
buy lands at half price at foreclosure sales. 

No doubt in rare instances a shark may loan 
his money in order to get the security. These 
sharks, however, are always local and well known 
in the neighborhood. Even the reputed shark will 
play with high rates of interest and commissions, 
as a rule, until his victim is exhausted, rather 
than take property. But these instances are few. 
Country legislators fail to understand that, as a 
rule, the large loaner, be he domestic or foreign, 
wants only his interest. Circumstances may arise 
by which the principal may be called, but it is 
not with the hope of getting the security, but the 
money. Legislatures fail to understand that a 
Massachusetts or Pennsylvania investor would 
prefer f 100,000.00 in money loaned out at six per 
cent to having f 2,000,000.00 worth of farms in Mis- 
souri or Kansas which would produce no income 
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and much annoyance until converted into money. 
As a matter of fact, in Missouri, where the mort- 
gagor can foreclose promptly without application 
to a court, simply by twenty days' advertisement 
in a newspaper, mortgages are allowed to run in 
default longer than in Kansas. If, in Kansas, a 
mortgagee holds a defaulted mortgage, he knows 
it will take two or three years to carry through the 
proceedings, and for this reason alone he begins at 
once. 

The foreclosure laws also affect the margin of 
security. It is as safe to loan fifty per cent of the 
value of a farm in Missouri as it is forty per cent 
in Kansas, because in case of default the forty per 
cent loan in Kansas will amount to as much as the 
fifty per cent loan in Missouri by the time both 
are foreclosed, taking into consideration interest, 
taxes, and legal expenses. 

The foregoing strictures are not intended as a 
reflection upon the people or the property of the 
State of Kansas. It is rather a bald criticism of 
their mortgage laws, which have had the opposite 
effect from what was intended. There are those 
who contend, and with a good deal of force, that 
all mortgage laws should be abolished. It is quite 
possible that the ultimate results would be better. 
Even if this be so, the transition from one system 
to another should not be sudden. If the effect 
aimed at in Kansas was to drive outside capital 
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out of the State, it was a success. The rates of 
interest were practically raised. 

As to the lands, I consider the east 200 miles of 
Kansas the finest tract of soil in the United States, 
regard being had for natural beauty, fertility, 
healthf ulness, and general adaptability to all mis- 
cellaneous forms of agriculture. The people of 
Kansas, in intelligence, progressiveness, and in all 
the more important indices of civilization, are not 
outranked by any other State in the Unuion. The 
biggest building in a township is a school or a 
church, and my admiration for the land and the 
people is unbounded. I insert this lest my criti- 
cism of foreclosure laws may seem to result from 
political, local, or State prejudice. 

Margin of Security. 

In looking at real estate from the loaner's point 
of view, the primary idea must not be lost sight of, 
that his aim is interest and at maturity, or, in case 
of default, the speedy return of his money. It is 
obvious that there is much difference in the re- 
quired margin of different classes of security. For 
example, in case of foreclosure, if you obtain pos- 
session of the property, very often a considerable 
time may elapse before a purchaser is found at 
any price. We will suppose two loans of f 5,000 
each, made on two pieces of property worth f 10,000 
each, one an unimproved lot and the other a double 
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detached brick residence renting at f 40 for each 
side. We will suppose that in each case two years 
elapse after default before the mortgagor gets 
possession, and we will further suppose that the 
general and special taxes on each piece of property 
are one and a half per cent per annum of actual 
value. Of course, as soon as the interest is de- 
faulted the taxes would not be paid. So when 
possession is obtained, figuring interest at six per 
cent, the total debt, interest and tax liens on each, 
allowing six per cent interest on past-due interest 
and fifteen per cent penalties on taxes, would fig- 
ure about as follows: 

Principal $5,000.00 

Interest, first year 300.00 

Interest, second year 300.00 

Interest on interest 18.00 

Tax, first year 150.00 

Tax, second year 150.00 

Tax penalties 45.00 

Tax penalties 22.50 

Total at end of two years $5,985.50 

So when possession was taken under each, the 
lien against each would be, we will say, $6,000.00, 
for the sake of round numbers. Supposing two 
years elapse on account of a depression in the real- 
estate market before a sale is made of either prop- 
erty. Allowing six per cent interest on said sum 
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and same on taxes, we will have $ 7,020.00 against 
each. But in the meantime one piece of property 
since foreclosure has earned the mortgagee noth- 
ing. The other has earned $80.00 per month — 
1960.00 per year— $ 1,920.00 for the two years. 
Deducting $420.00 for insurance, collection of 
rents, and vacancies between tenants, we still have 
a credit of $ 1,500.00 on account of the improved 
property, reducing the sum necessary to be real- 
ized to |5,520.00, while, unless the unimproved lot 
is sold at $7,020.00, there will be a loss. A very 
slight financial disturbance may cause a great 
shrinkage in the market value of unimproved lots 
or render them absolutely unsalable for a long 
series of years. In that event it is easily seen that 
the loan on the improved property would at any 
time at forced sale pay out, while, unless prompt- 
ly sold, the loan on the unimproved lot would 
entail a loss. 

It is easily seen from this illustration that the 
earning capacity of property during the period 
from the time possession is obtained under fore- 
closure until the probable date of the conversion 
of the foreclosed property into cash is an im- 
portant factor in estimating what is a safe margin. 

Taxation. 

There are some States which have had no re- 
striction or constitutional limit to municipal in- 
debtedness. Where such limit exists, it is usually, 
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even when low, a desirable restraint upon extrava- 
gance. Unless there is such a limit, politicians 
soon find it out, and jobbery of all kinds is prac- 
ticed under the banner of enterprise and progress. 
About 1872, Kansas City, Missouri, waked up to 
the fact that it was running into debt too rapidly, 
and a people's convention was called, a committee 
named, and a new charter framed and adopted, 
which limited the general expenditure to one per 
cent per annum and left street improvements in 
the control of resident owners. The constitution 
of the State of Missouri wisely limited the bonded 
indebtedness of all municipalities to five per cent 
of their assessed valuation. Entrenched behind 
these bulwarks, the financial history of Kansas 
City for the next twenty-five years was such that it 
saved tens o»f thousands in low rates of interest on 
its bonded indebtedness, and these curbs upon the 
possible machinations of political jobbers, both in 
city and county, became a powerful attraction to 
outside capital and were most effective arguments 
used in bringing into the city the men and the 
money that gave it its metropolitan character. At 
present there is an insane desire in certain influen- 
tial circles to let down the bars and give free rein 
to any scheme which involves the expenditure of 
money and employment of men, but I do not be- 
lieve that the good sense which has heretofore 
characterized the people of Kansas City will be 
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found wanting at the critical time ; and while the 
old charter may have been too rigid to meet all 
metropolitan demands, yet, in enlarging and ex- 
tending the corporate powers of the city, if the 
general' idea of protection to property rights 
against all possible political combinations is lost 
sight of in any future modifications of the char- 
ter, the general prosperity of the city, and capital 
and labor alike, will suffer and the present mag- 
nificent prestige of the city will be greatly im- 
paired or wholly destroyed. 

Therefore in studying the relative merits of 
western cities for safe places of investment, not 
for to-day only, but for generations, any city with 
an unbridled license to run in debt will naturally 
be avoided, as sooner or later the result will be 
confiscation of all income of real estate by taxa- 
tion. When this is done, the property is only 
nominally the owner's. 

There is little danger outside of cities of over- 
taxation in Missouri. The constitution and laws 
of Missouri and the charter of Kansas City as it 
now stands compare favorably with those of any 
State and city in the Union in point of conserva- 
tism, which to many seems extreme, but to most in- 
vestors, whether loaners or purchasers of real 
property, seems reasonable and rational. 

No attempt will be made here to compare the 
charters of various western cities, but only to 
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call the attention of the intelligent investor to this 
very interesting field of comparative study before 
selecting a western city as a permanent field of 
investment. 

Conservatism. 

In the handling of a small sum of money, if the 
investor take sufficient time, he may keep money so 
.safely invested that there is almost not even the 
possibility of ever becoming the owner of property 
by foreclosure. Extreme conservatism under such 
circumstances is all right and is to be commended. 
What I have to say is about the investors of large 
sums on real-estate mortgages, notably insurance 
and trust companies. As a rule, in good times, 
when everything looks well, these companies are 
liberal, and business is transacted with reckless 
disregard of the merits of the security offered. 
Such a period extended from 1884 to 1889. Then 
following such a period comes the collapse, and 
then those same companies exhibit an amusing 
conservatism. With millions in their vaults, they 
have become so panic-stricken that they do not 
think a fine western farm has any value whatever. 
While in 1885 they had agents chasing farmers 
and throwing seventy-five per cent of the current 
high prices of farms at them as farm loans, by 
1895 they had got so conservative that they con- 
temptuously turned down Missouri prairie lands, 
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They had foreclosed some prairie- dog villages out 
in western Kansas; ergo, all farms are worthless. 

Now, conservatism is an easy thing. Any man 
as president of a trust company can count the 
money and lock it up in a vault and then in a year 
unlock it and genrally find all the money there. 
But an institution so managed dries up and is ab- 
sorbed by some similar institution more ably 
managed. The financier needed in a large institu- 
tion is one who has comprehension enough to see 
the hill-tops when he is in the valleys and knows 
he will find valleys when he is crossing the hill- 
tops. The average manager of a large fund in a 
panic acts about as Lemuel Gulliver did when he 
found himself in the Valley of Death. He thought 
all business had come to an end. By and by he 
came to his senses and found an easy way out, and 
lived to be a man of affairs. So a man who has got 
a scientific knowledge of all classes of real estate 
considered legitimate and desirable security for 
loans, and knows what is intrinsic in value and 
what is false, is in a position to move through 
booms and not lose his head, and will also in 
panics and in the depressions following them avail 
himself of the opportunities of gaining new loan- 
ing territory abandoned by his rattled rivals. The 
successful manager of large funds will not boast 
that he never had to take a piece of property by 
foreclosure, because the chances are that, if he 
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kept his funds employed at good rates through 
"boom" and through panic, he would from time to 
time be obliged to foreclose now and then certain 
properties from one cause or another. But he will 
be able to boast, after a long series of years, that 
what he had gained in interest rates and inter- 
est would cover ten times over all the losses 
and expenses resulting from all the foreclosures 
of a business conducted on the line of a middle 
course between extreme conservatism and reck- 
less liberality. 

CowvertibiUty. 

One of the most important considerations to be 
constantly borne in mind by the loaner of money 
upon real-estate security is the convertibility of 
the security in case of default and foreclosure. 
The short-sightedness of loaners in this regard is 
more conspicuous than in almost any other respect 
in deciding upon the desirability of loans based on 
various classes of security. If, for example, we 
illustrate by residence property, and have before 
us five applications for loans to amounts equaling 
fifty per cent of the fair value of the security of- 
fered as fixed by the appraisers, they would, per- 
haps, if in Kansas City, run as follows: 
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Appraisers' 
Loan Wanted. Character of Property. value. 

( 1,000.00 5-room brick cottage, 25 

feet. ( 2,000.00 

2,000.00 8-room brick cottage, 33 

feet 4,000.00 

5,000.00 10-room stone or brick 

, residence, on 50 feet 

front. 10,000.00 

15,000.00 12-room stone or brick 

residence, cost $22,000, 

on 100 feet front. 30,000.00 

10,000.00 Brick flats for mechanics, 

suites renting at (10 

per month, extra for 

heat. 20,000.00 

Here we have in one class of property five prop- 
ositions, based upon the opinions of experts as to 
the value of the security, which show that one loan 
is secured as well as the other. The experienced 
loaner may, however, detect serious differences 
which depend largely upon the matter of converti- 
bility. A cottage of (2,000.00 value would be apt 
to find a purchaser readily if offered at (1,500.00, 
because so many persons of small means are con- 
stantly looking forward to an investment in a 
small house; so, too, if the (4,000.00 house were 
offered at (3,000.00, it would probably seem cheap 
and attract a purchaser readily; but there would 
not be one-fourth as many purchasers seeking a 
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(3,000.00 bargain as are seeking one of (1,500.00, 
nor would the difference of price caused by reduc- 
ing the (4,000.00 house to (3,000.00 seem as ap- 
parent to the ordinary customer as that caused by 
the reduction of the (2,000.00 cottage to (1,500.00. 
When we come to the (10,000.00 residence offered 
for (7,500.00, the reduction in price would ap- 
parently attract very little attention. It would 
take more expert knowledge to appreciate the dif- 
ference between a house which appraisers would 
rate at (7,500.00 and this (10,000.00 house re- 
duced to (7,500.00 than it would between a cot- 
tage which would ordinarily appraise at (1,500.00 
and this cottage reduced from (2,000.00 to (1,500. 
In other words, as intrinsic values in residences in- 
crease in amount, reduction in price of twenty-five 
per cent would become less and less apparent. 

Then, too, there would be an hundred in a large 
city prepared to buy a cottage at (1,500.00 to one 
who would buy the (10,000.00 residence at (7,500. 
As your number of customers diminishes you be- 
come more at the mercy of the few buyers in the 
field. 

In case of the (30,000.00 residence offered at 
(22,500.00 the fewness of buyers would be an op- 
pressive factor. If someone wants it at any price, 
he generally knows that he will probably get it at 
almost his own price if he wait a little time, as it 
will not rent for enough to pay taxes and mainte- 
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nance and it must soon be closed out at some 
figure. 

The $20,000.00 block of flats is quite another 
question. In some cities they are fairly success- 
ful and are liked by investors, but in other cities 
they are unfortunate and are looked upon with 
suspicion. Many investors will look at a flat of 
medium-priced suites, but will avoid anything 
having suites renting so low as (10.00 per month. 
Location in the city controls largely the outcome 
of flats. Even climate is to be considered. So, 
while in some cities a cut to (15,000.00 of a pile of 
|20 ? 000.00 flats would attract attention, in other 
cities, or in certain localities of all cities, an offer 
of such a block at (10,000.00 would attract no 
attention. 

So, considered with reference to convertibility, 
a more reasonable amount to loan on the above 
properties would be: 

On (2,000.00 cottage f 1,200.00. . .60% 

On (4,000.00 cottage 2,000.00. . .50% 

On (10,000.00 residence 4,000.00. . .40% 

On (30,000.00 residence 10,000.00.-334% 

( 7,000.00... 35% 
On (20,000.00 flats ■< or or 

( 8,000.00... 40% 

In other words, if convertibility alone con- 
trolled, thirty-five per cent of value loaned on fin- 
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est residence property is as great a risk as sixty 
per cent would be on the $2,000.00 cottage class. 

The subject of convertibility is of still greater 
importance in many other classes of property. 
Take farm lands. It often depends with them on 
the wealth of the community. The disposition to 
acquire fine lands, shown often by wealthy men 
who do not need nor use the land, is quite a factor 
to be considered. Where farm lands in old com- 
munities sell at (50.00 per acre without buildings, 
a piece of land put suddenly on the market at 
(35.00 would be promptly picked up; while in a 
newer and less wealthy community, where prices 
ranged at (20.00, it might take some time to find 
a buyer at (12.00. In the case of distant ranch 
lands, convertibility is often very low, as the 
lands are distant from buyers and salability de- 
pends largely upon the condition of the cattle 
market at the time. 

Many city properties are very unmarketable. 
For example, if a glue factory has failed and there 
is no profit in the business, who wants a glue fac- 
tory? So, also, any low-grade property which 
exists in large supply is highly unconvertible. In 
western cities there are miles of unused side-track 
property suitable for factories, enough to supply 
all demands for twenty years. In such a case 
there is not over one chance in twenty of selling in 
any one year at even twenty or thirty per cent of 
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its prospective value when used. Hotel properties 
are of this class. The difficulty of finding respon- 
sible tenants, the danger of new hotels which will 
render the old ones useless or obsolete, and the 
fact that such a building can be used for no other 
purpose, cause them to hang heavily on the hands 
of the mortgagee after foreclosure, even if offered 
in dull periods at one-half of their actual cost. We 
might name mineral lands, coal lands, timbered 
lands, low-grade agricultural lands in poor and 
sparsely settled neighborhoods, factories, private 
school buildings, churches, sanitariums, mineral 
springs, livery stables, storage warehouses, grain 
elevators, flouring mills except in celebrated mill- 
ing centers, country-town property, and generally 
all improvements intended for a special use. Of 
high convertibility are retail properties in larger 
towns and cities, moderate-priced residences and 
high-grade farm lands in old and well-settled com- 
munities, and, at a price, suburban unplatted acre 
property. 

These suggestions will lead the most casual 
reader to see that in all classes of real-estate 
security which will not at once after foreclosure 
produce in rents a sufficient return to pay interest 
on cost over and above taxes, insurance, and re- 
pairs, convertibility must enter largely into the 
estimate of what is a safe margin of security. The 
idea seems simple and obvious when stated, and 
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yet nothing is more commonly overlooked in the 
proper estimate of security than the probability of 
ready conversion in case of default. 

CONSIDERATIONS BY THE WAY. 

Real Estate a Quasi-Monopoly. 

Some peculiarities of real property may be men- 
tioned for the influence they have on values and 
investors. Often real estate is a quasi-monopoly. 
This is true of farm lands. Those nearest to 
market are limited in area as compared with those 
farther away. Other things being equal, those 
lands are most sought and bring the highest price 
which are nearest to the station or village or ship- 
ping-point. So, the best retail business in cities 
is sometimes so centered in one or two squares that 
a few owners practically have a monopoly of the 
best retail business. This may last many years, 
but may at any time be disturbed. In England, 
sometimes one family owns a whole county for 
generations. Where all public lands are taken 
up, as is the case there, land is a monopoly and 
owners dictate terms. A man owning a section of 
land around a station on a new line of railroad has 
a monopoly of the town-site and all the added 
value of land caused by growth of the village 
population. 
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Instinctive Desire for Land. 

Another interesting feature is an apparently 
innate impulse in man to have lots or acres that 
he can call his own, and which causes the invest- 
ment of much wealth in real property. This im- 
pulse is especially strong in foreigners, who are 
reared in rack-rented countries where there is no 
possibility of ever owning any land except, per- 
haps, a cemetery lot, and who, when they come 
here, where there is free trade in land, will exer- 
cise any degree of self-denial in order to purchase 
a farm or home which they can call their own. 
The foreigner is ravenous; the more land he gets 
the more he wants. 

This tendency of foreigners is, perhaps, an ex- 
pression of suppressed ambitions for generations. 
In Europe, titles of nobility are associated with 
great estates in land, and consequently ownership 
of land is associated with power and privilege. 
The same idea prevails to some extent in the 
United States, partly inherited and partly im- 
ported perhaps. Even here the villager points out 
to the stranger the man who owns many farms 
and houses as a sort of superior being. So men 
buy lands, broad acres, especially if in their im- 
mediate neighborhood, even when they do not look 
like a profitable investment and when they are 
sure to pay little or no returns on the capital in- 
vested. It is a gratification of personal pride and 
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vanity to drive past wood, field, and meadow and 
say, "All this is mine." Thus it often happens that 
lands in old neighborhoods sell for twice the 
amount which the rents they bring would indicate 
as a fair value, and very largely because so many 
men in a blind sort of -way think they must own 
some land. 

Stability. 

The idea of stability should also be mentioned. 
As compared with shares of stock, mortgages, and 
bonds requiring re-investment, and many favorite 
means of employment of money by men active in 
business, real estate is an exceedingly stable form 
of investment. A farm will not burn up and its 
fertility cannot be destroyed — at least, not if it is a 
Missouri valley farm. Even improved city prop- 
erty, depending largely on insurance for safety, is 
an exceedingly stable form of investment com- 
pared with dangers attending the re-investment 
of money in mortgages and bonds by the inexpe- 
rienced. A s long as the trained father or guard 
ian is alive, perhaps investment and re-investment 
all goes well; but when sons and daughters and 
wards come into their inheritance, they often make 
sad work in the character of their investments in 
bonds, stocks, and mortgages urged upon them by 
unscrupulous brokers. For this reason, many men 
who during all their business career have kept 

120 



their funds employed at high interest rates in mort- 
gages and bonds, as they approach the end of life 
often buy income residence, business, and farm 
property which will, perhaps, not pay more than 
one-half the income they had received from mort- 
gages and bonds, simply because they feared to 
leave to their children wealth in the very unstable 
form of money, mortgages, and bonds. Often these 
purchases are tied up by entail, leaving a life 
estate only in the children with remainder over to 
their heirs at their death. This removes the pos- 
sibility of converting this very stable form of in- 
vestment back into money, which is a power in the 
hands of a wise financier, but is very elusive in the 
hands of the inexperienced. 

Large Cities, Law of Growth. 

There is a law of growth of large cities which 
should be mentioned. This constant growth neu- 
tralizes the constant tendency to over-build, so 
that the effects of over-building are usually tem- 
porary. When the small towns and villages and 
often the smaller cities reach a certain size, then 
growth generally ceases and business languishes. 
But every few hundred miles will always be found 
a commanding city which never ceases to grow in 
population and capital. This has been true for 
centuries in Europe. Venice, Rome, Paris, Vienna, 
Moscow, London, Berlin, Marseilles, Lyons, and 
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Geneva are still the largest cities in their districts 
as they were two hundred years ago. So it will 
prove in the United States. If we could visit this 
planet in two hundred years, we should still find 
that New York, Philadelphia, Boston, Buffalo, 
Cleveland, Detroit, Cincinnati, Chicago, Kansas 
City, Denver, San Francisco, and all other cities 
now over 100,000 population, had in the meantime 
continually increased in population and wealth 
and still retained supremacy in their territory. 
Other large cities may have grown up in other ter- 
ritory, but these would still remain supreme in 
their tributary country. This law of growth of 
large cities as compared with villages and small 
towns is explained by the powerful attraction of 
wealth of cities to force other wealth in smaller 
towns to come to the large cities in order to suc- 
cessfully compete in any business enterprise 
with firms already established there. Manu- 
facturers get help more easily in large cities. 
Freight rates are better. Reserve supplies are 
more accessible. Then, too, there is a certain pres- 
tige of a firm located in a large city as compared 
with one located in an unknown village when it 
comes to send its representatives out to solicit 
trade. 

Another important factor in the growth of 
cities is that in the cities are always to be found 
the best preachers, the finest churches and organs, 
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ithe swellest entertainments, the finest art and 
music teachers, the finest graded schools — in fact, 
the best of everything, except perhaps in morals 
and general decency. These things attract the 
wealthier people of villages and small cities to 
move to the large cities so as to, as it were, get 
into the brilliant social swim, to sit in a mahogany 
pew, to give the sons and daughters the finest ad- 
vantages in art and learning. Many such people 
who move into large cities for these advantages 
are often disappointed; they do not find, somehow, 
a comfortable business or social standing; they 
find they have exaggerated the importance and 
necessity of book-learning, of teas and receptions, 
big organs and eloquent preachers, and a chance 
to spend money on teachers of music and painting 
and in theaters and concert halls. Yet these 
things are, as they always will be, powerful mag- 
nets to draw people and capital to the largest 
cities at the expense of country towns, villages, 
and the smaller cities. 

CONCLUSION. 

The foregoing outline embodies the most ob- 
vious principles of real-estate investment. In in- 
dicating what to avoid, the writer may not have 
sufficiently emphasized the attractive features of 
real estate considered as a permanent form of in 
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